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DEPOSITED BY THE 
MNITED STATES OF AMBRICA 


SCOPE OF SOVIET ACTIVITY IN THE UNITED STATES 
Soviet Redefection Campaign 


THURSDAY, MAY 31, 1956 


Untrep States SENATE, 
SuscomMITree To INVESTIGATE THE ADMINISTRATION 
or THE INTERNAL Securtry Act AND OTHER 
INTERNAL Security Laws, oF THE 
COMMITTEE ON THE J UDICIARY, 
Washington, D. C. 

The subcommittee met, pursant to adjournment, at 10:45 a. m., 
in the caucus room, Senate Office Building, Senator James O. East- 
land, chairman, presiding. 

Present: Senator Eastland. 

Also present: Robert Morris, chief counsel; William A. Rusher, 
administrative counsel; Benjamin Mandel, research director; Rob- 
ert McManus, research analyst; Jonathan Mitchell, consultant to the 
committee; and F, W. Schroeder, chief investigator. 

Chairman Eastianp. The hearing will be in order. 

Mr. Morris. Mr. Chairman, the evidence this morning will be testi- 
mony by Congressman Walter H. Judd on Communist activity in 
China, which will include activity on the part of American citizens 
assigned by the United States. 

Chairman Eastianp. Mr. Judd, will you stand and be sworn, 
please ¢ 

Mr. Jupp. Yes, sir. 

Chairman Eastianp. Do you solemnly swear the testimony you 
are about to give will be-the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Jupp. I do. 


TESTIMONY OF HON. WALTER H. JUDD, A REPRESENTATIVE IN 
CONGRESS FROM THE FIFTH DISTRICT OF THE STATE OF 
MINNESOTA 


Mr. Morris. Mr. Congressman, will you give your name and ad- 
dress to the reporter? 

Mr. Jupp. My name is Walter H. Judd. I am a Member of Con- 
gress from the Fifth District of Minnesota, which is in Minneapolis. 

Mr. Morris. I wonder if you would give us for the record, Con- 
gressman, you own experiences in China. 

Mr. Jupp. I went to China, sir, in 1925 as a medical missionary. I 
spent 1 year in Nanking studying the language, and then spent 5 
years in Fukien. That is the province in south China right opposite 
the island of Formosa. 
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I had been there a few months when the Nationalist armies came 
into the area. Chiang Kai-shek was marching north to overcome 
the war lords and unify China. The second or third outfit of Chinese 
troops which came into our city was just plain propagandizing com- 
munism. ‘This was in December, 1926. Much to our surprise, they 
were not advocating unity in C hina. They were advocating a Com- 
munist revolution. This was my first inkling of how deep was 
Communist infiltration in China. 

Then, in the following spring, 1927, when the Generalissimo cap- 
tured Nanking and Shanghai, the Communists rose in rebellion and 
tried to overthrow the Generalissimo. They had announced he was 
to be the Kerensky of the Chinese revolution. They would use him 
to get. victory over the war lords, and then throw him out, much as 
the Russians threw out Kerensky in Russia, after he had overthrown 
the Czar. 

Well, Chiang defeated them, the only real defeat they have ever had 
to this date. ‘So, naturally they set out to destroy him more than 
any other man in the world. He was the first international figure 
that got wise to the Communist conspiracy, and has been unfooled 
by it ever since. 

The Communists, after their defeat in 1927, moved into Kiangsi 
Province, which is right next to Fukien, where I was. There was 
no other doctor in that area, and whenever important personages 
became ill or wounded, they would come over the mountains to my 
hospital. I would say, “How were you wounded 2” 

They would say, “We were out fighting bandits.” 

Of course, it was not my business to ask further questions, just to get 
them well. 

Within 2 or 3 days, I would find out, because these Communists 
are evangelists. As soon as they get a little better and forget their 
pain, they start propagandizing the orderlies, the nurses, the doctors, 
and everybody else. 

So I dealt with those Communists as individuals until finally they 

came over into our province in 1930, when the Generalissimo had to go 
north to fight the last major civil war. He pulled his troops out to 
go north, and they took our area over. 

At the end of 1930, he sent his troops back in and the Communists 
left. They never will fight unless they are sure of victory. So I saw 
them from 1926 to 1940 and was under their regime for 8 months in 
1930. I never could understand how anybody got the idea that was so 
popular in the United States that the Chinese Communists are just 
democrats and agrarian reformers. 

I was ill with malaria, and came home in 1931. The doctor told 
me I couldn’t go back to China because of malaria, so I went to work 
in the Mayo Clinic in Rochester, Minn. 

In 1934, I had recovered and was as good as before. There was 
an urgent need for a doctor in one of our hospitals in northwest China. 
It is so dry up there that there are no mosquitoes and therefore no 
malaria. So I resigned at the Mayo Clinic and went back out to China. 
Oddly enough, the C ommunists, that year and the next, took a long 
6,000:mile march and landed in the same part of northwest China 
where I had gone. Both of us went there for our health. So I saw 
them in action again. 
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In 1936, 1937, and 1938, they were all over that area. The general, 
Lin Piao, who was later head of the Fourth Field Army, the army 
that killed so many of our boys in Korea, was a patient of mine in 
January or February of 1938. His headquarters was only 6 miles 
outside my city. 

With that long background of personal observation, I had a good 
many conversations with Communist leaders, frank ‘discussions of 
their deceptions. Whenever they are in trouble, they advocate a 
coalition, talk peace until they can build up their strength. As soon 
as they are strong enough, they start a febellion and overthrow the 
local forces and resort to violence again. Therefore, my own con- 
victions would probably not be « alled theoretical but based primarily 
on personal experience. 

Iam sorry for such a long answer. 

Mr. Morris. Congressman, in going through the Morgenthau 
cliaries, which we have, we have come across one particular document 
dated October 28, 1944, which mentions a visit that you made to 
Chungking at that juncture in history. 

I wonder—Mr. Mitchell, would you identify this document, please ? 

Senator, Mr. Mitchell has been sworn to identify documents. 

Mr. Mircuei. This is from book 787, and it includes pages 273 to 
277 in the Morgenthau diaries. 

Mr. Morris. This makes reference, does it not, to an appearance Dr. 
Judd made in Chungking, wherein he had made a speech ? 

Mr. Mircue.y. Yes, sir; it does. 

Mr. Morris. This is a letter from Irving Friedman, isn’t it? 

Mr. Mrrouety. This isa letter from Irving Friedman to Harry Dex- 
ter White, a personal letter, accompanied by a memorandum from Mr. 
White, forwarding the letter to Secretary Morgenthau. 

Mr. Morris. The letter from Friedman in China was October 7, 
19442 

Mr. Mrrcuey. Yes, sir. 

Mr. Morris. The forwarding letter was October 28, 1945, was origi- 
nally classified as secret, and was declassified by the War Department, 
January 20, 1956. 

Congressman, can you remember making a visit to China at that 
time ? 

Mr. Jupp. Yes, sir. 

Mr. Morris. I wonder if you would relate what happened at that 
time? 

Mr. Jupp. I have dug up a statement I made to the press, October 5, 
1944, in Chungking. There were all sorts of alar ming stories coming 
out of China, that the Chinese Government was about to collapse, that 
it was full of rottenness and corruption, and that the Chinese Com- 
munists were the forces we should be supporting. Members of Con- 
gress naturally don’t have the direct sources of information that the 
State Department and the Pentagon have through their intelligence 
agencies. A good many of my colleagues said they couldn't figure 
this China thing out. W hile some of us were visiting Europe-—our 
forces had just landed in Normandy—lI got a telegram from the 
United States authorizing me to go on to China, which 1 did, to see and 
study the situation firsthand. 
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I landed in Chungking, unintentionally, just about the time that 
General Stilwell was replaced by President Roosevelt, and General 
Wedemeyer was brought in. 

I spent most of my time talking to the Chinese. There were a good 
many Chinese there whom I had known in north China. The et fled 
to west China in the great retreat before the Japanese. They were 
known to me, and reliable; they had been teachers or doctors with 
whom I had been associated ; most were not party people. They were 
not political figures. But they knew and would tell me what the situ- 
ation was with respect to the Nationalist Government and with re- 
spect to the Communists. I got a good deal of information. 

I talked, of course, to our officials there. I stayed with General 
Hurley in his home. Donald Nelson had left for America just the day 
before I came. I talked a long time to General Stilwell, whom I had 
known in north China when he was our military attaché in Peking. 
I talked to Ambassador Gauss. 

The thing that disturbed me most was the conversations I had with 
some of the junior members of our Embassy Staff and some of the 
colonels—that general level in our military staff. A surprising num- 
ber of them were following just one line, that we must ditch the gen- 
eralissimo, his government was hopeless, and we must back the Com- 
munists, because they were (1) democratic, (2) they were interested 
in the well-being of the people, (3) they would be more cooperative 
with us than the ammmatamels. because the generalissimo had been 
unwilling to accept General Stilwell’s proposal to ship lend-lease 
material up to the Communists, and so on. These Americans were all 
for arming the Communists—all for making the Communists the 
main agency that we would back in China. I was sure that would be 
disastrous. I could not figure out why so many of our Americans 
would be just chanting what, to me, was the Communist Party line, 
and which later proved to be the Communist Party line 

I don’t know for sure what you had in mind. Do you want me to 
comment on what Mr. Friedman says? 

Mr. Morris. Yes, I’wish you would. You have read the letter, have 
you not? 

Mr. Jupp. Yes, you showed me the letter. 

The last night I was there, there was a meeting in Chungking, a so- 
called American-Chinese cultural society, or something like that. It 
was an organization of Americans and Chinese who had been edu- 
cated in the United States and spoke English. They met perhaps 
once a month for social and cultural aro and they asked me to 
come to their meeting and speak, which I did. It was my speech which 
Mr. Friedman reports. I don’t know whether he reported it to Mor- 
genthau or White or somebody else. 

Chairman Eastianp. Who is Friedman, Mr. Judd? 

Mr. Jupp.. Mr. Friedman was, at one time, I think, part of the Far 
East Division of the State Department. I don’t know Friedman per- 
sonally. I think you will have to ask Mr. Morris that question. 

Mr. Morris. He is now Director of the Exchange and Redistribution 
Department of the International Monetary Fund, but, at that time, 
he was working for the Treasury Department in China. 

I wonder if you could tell us who were some of the other American 
officials who, as you describe, were taking a position inconsistent with 
the stand of our Government at the tinet 
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Mr. Jupp. I didn’t get to talk to all of these people personally that I 
shall name. I did get to talk to some of them. It was common con- 
versation that the leaders were the so-called four Johns, John Carter 
Vincent, John Stewart Service, John Paton Davies, and John 
Emmerson. 

Then there was a man named Raymond Ludden. Not only these 
men from the State Department, but also a man named Stelle—— 

Mr. Morris. Is that Charles Stelle ? 

Mr. Jupp. Charles Stelle, and also John K. Fairbank and his wife, 
Wilma Fairbank. They were working for the FEA, the Foreign 
Economic Administration, as I recall, down in Kunming. 

Mr. Morris. Many of those are still in the United States Govern- 
ment today, are they not? 

Mr. Jupp. Some of them are, and some of them are not. 

Then there were, from our military, colonels and majors who took 
the same position, and most of the members of the American press. 
I couldn’t identify them by name, but representatives of our various 
newspapers and news services. I don’t remember which one belongs 
to which agency. This was 12 yearsago. It was only brought up in 
the last day or two, and I haven’t had a chance to refresh my memory 
completely. 

r. Morris. Generally, what were they doing? Were you able 
to observe anything other than what you have said ? 

Mr. Jupp. No, I don’t know anything more about their work. 
There was a universal line that America should ditch our ally, the 
Nationalist Government of China, and put our chips on the Commu- 
nists. That disturbed me tremendously, so when I was invited to 
speak at this cultural society, 1 remember that the major burden of 
my talk was that, despite rumors they might have heard to the con- 
trary from some of our representatives, the rank and file of the Amer- 
ican people and the Congress and the administration, from Mr. Roose- 
velt on down, were strongly supporting the Nationalist Government 
of China. 

There were many reasons for that which I related. It was our 
ally; it had stood by us in our darkest hours after Pearl Harbor. 
The Japanese had made 12 attractive peace offers to Chiang Kai-shek, 
saying that, if he would agree to ease up and sign a peace which would 
release Japan’s forces to fight against the United States, Japan 
would make such and such concessions. They were very generous 
concessions, and he rejected every one of those peace or truce offers 
from the Japanese, and stood by us when our fortunes didn’t look 
too good. 

e took the brunt of the Japanese attacks, not only for 414 years 
while we were helping the Japanese by selling oil and scrap iron to 
them, but during the first 2 years after Pearl ehde. while we were 
rebuilding our Navy, which had been destroyed at Pearl Harbor. 

I recall saying in that speech that American public opinion had 
been uninformed regarding China. In the beginning, in 1937, when 
Japan attacked China, a lot of people had said: Chiang Kai-shek 
can’t last 30 days—or 90 days, or 6 months. They have been announc- 
ing his downfall every 6 months since 1927, pretty nearly 30 years, 
and he is still going. ’ 
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I said we had underestimated the strength of the Chinese and their 
will to resist, until Pearl Harbor where Japan gave us the worst 
defeat we have had in our history. We then said: My goodness, 
these Japanese are good. If they can lick us, how could the Chinese 
hold out so long against them ¢ 

So, instead of underestimating the Chinese, we began to overesti- 
mate them. They were all heroes. Madame Chiang Kai-shek came 
over here, and there developed an idealization of China which was un- 
justified. China was not that good, and the Chinese forces not that 
strong. 

Then came the long period of exhaustion, after the longer period of 
resistance, and the inflation that goes with the loss of almost 90 per- 
cent of their tax base—the Japanese had taken over the railroads, 
the textile mills, the industries, the richest of land. There was not 
enough industry or trade left from which Chiang could raise taxes, 
so he had to resort to the printing press. That caused inflation, which 
always leads to corruption. 

These were the weaknesses that were developing in China: 
economic deterioration, political deterioration, moral deterioration, 
military deterioration. I thought it was our bounden duty to try to 
strengthen our ally and encourage and give moral and political, as 
well as economic and military, assistance to that ally when it was 
hard pressed. 

So that was the burden of my talk. I understand that, all unbe- 
knownst to me, it sort of threw a panic into the minds of some of those 
people, because they had about convinced a lot of our folks that we 
sabi to ditch the generalissimo, and here was a Member of the 
Congress saying that the Congress and the American people were 
supporting the generalissimo. 

Mr. Morris. Now, Congressman, based on those experiences, were 
you able to observe how Communists act to undermine a government’s 
policies ? 

Mr. Jupp. Well, yes. 

Mr. Morris. In other words, how can we, on the Internal Security 
subcommittee, in assessing the situation of internal security—how can 
we look for signs that will indicate that somebody could be a sub- 
versive person { 

Mr. on Well, there are many things they do. They are very 
clever. Let me give one illustration, if you will let me give this 
background, because I think this is the overall picture of what has 
happened during these years. 

Hitler originally built up his movement primarily against commu- 
nism and Russia was afraid of Hitler. Japan embarked upon her 
aggressive moves primarily because of the threat of the Soviet Union. 

So, here was the Soviet Union, in the thirties, faced with Hitler 
coming up on her west and Japan coming up on her east. Obviously, 
she had to decide how to protect herself. So, in 1935, she hit upon 
this tactic of proposing a united front. Instead of denouncing the 
Socialist movement as deviationist, Communists said: “We’ll work 
with all democratic forces, anywhere, against fascism ? 

So a line went out to convince us that we should cooperate with all 
the Soviet fronts. We had organizations like the American League 
for Peace and Democracy, the League Against War and Fascism, and 
so forth. Scores and scores of fronts. It was a brilliant tactical 
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move because they rallied to their side most of the democratic and 
idealistic forces around the world. 

They still had to divert Hitler and Japan. How could they do it? 
First, they made a deal with Hitler, whereby he was assured that Rus- 
sia wouldn’t attack him on his east, and this turned him against 
Norway and the Low Countries and England and France in the sum- 
mer of 1940. By the time he got around to Russia in 1941, he had to 
fight a two-front war. If it hadn’t been for that, he might have de- 
feated Russia. So Russia handled her diplomacy so skillfully as to 
weaken Hitler by fighting the West before he got around to her. 

How could she divert Japan? The strategy was to get Japan 
bogged down in China and involved with the United States. All the 
leftist movements in China advocated war with Japan. The stu- 
dents used to lie down on the railroad tracks in 1934, 1935, 1936, and 
1937 threatening to let themselves be run over unless they were trans- 
ported to N: anking, where they could demand that Chiang fight the 
Japanese. They seized the Foreign Minister, C. T. Wang, beat him 
up, nearly killed him. 

China wasn’t trying to fight Japan. She was trying to avoid a 
war, just as we are today. We are taking all kinds of insults today 
to try to avoid a war. The Communists were calling Chiang Kai- 
shek every kind of traitor because he wouldn’t start a war with Japan 
that he couldn’t win. They kidnaped him, as you probably recall, 
trying to force him to start a war with Japan. 

Finally, in 1937, the Marco Polo Bridge incident started war with 
Japan. That bogged Japan down in China, relieving the Russians of 
pressure from Japan. 

Actually, the Japanese war - saved the Communists up in North- 
west China. When I was in Japan last fall T talked with a high 
Japanese official who said there isn’t any question but that we saved 
the Communists. They were down to about 14,000 men in caves at 
Yenan. After Japan struck, the Communists said to Chiang Kai- 
shek, “We will give up our Communist program in order to fight to- 
gether against the common enemy,” and Chiang took them at their 
word. This was his mistake. But he had to fight a war against his 
external enemy, Japan, and he accepted the Reds in a coalition, the 
same as we did against Hitler; and as other people around the world 
did, when we were faced with an external enemy. 

Now, in order to keep Japan bogged down in China, so that she 
could not threaten China during those years, the Communists were the 
ones that praised and helped Chiang the most. I came back to this 
country in 1938 to try to get our supplies shut off from Japan. No- 
body helped me more than ‘the Communists. I wasa little naive about 
these things, and Communists arranged meetings for me. I spoke at 
some of them until I got smarter. Owen Lattimore built up Chiang 
Kai-shek and called him the George Washington of China. 

But, by 1943 Hitler was retreating; he had failed to conquer Russia 
from the west. We had recovered from Pearl Harbor; we were be- 
ginning our march west across the Pacific; MacArthur was coming 
up from Australia. It was clear that Japan couldn’t take on a third 
enemy, Russia, in addition to China and the United States. Mother 
Russia had been saved from Hitler and from Japan. 

Now, I am getting around to my point. At that time, the line 
changed overnight, both in and out of government. Chiang, the man 
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who had been the great George Washington of China, became a Fas- 
cist, a reactionary, a warlord, a briite, a tyrant, a dictator—every cuss 
word they could find. The attack on him began simultaneously all 
over the world like, when somebody pulls a master switch, all the 
lights in this building go on or off. 

When a line changes simultaneously, all over the world, and begins 
to be mouthed by people in our own Government at the same time, it 
makes you suspicious. 

The next thing that the Communists pull, of course, is delay in car- 
rying out policies and instructions that they do not like. For ex- 
ample, after Dunkerque, Mr. Roosevelt ordered a survey to be taken 
of the surplus rifles and ammunition we had in the United States, to 
replace what the British had lost at Dunkerque. In 8 days, they were 
being loaded into boats at Perth Amboy to go to England. 

In contrast, the Congress in 1948, passed a law, which the President 
signed on April 3, authorizing economic and military aid to the Re- 
public of China. It was hard pressed. But it was 8 months before 
a rifle moved. You see, when they want it they can get quick results. 
When they don’t want it, things don’t happen. 

Another thing you can notice is in directives. A directive always 
starts out with a slashing statement against communism. It takes a 
strong position, in line with the Government’s official policy. 

Mr. Morris. Whose directive, now, are you talking about? 

Mr. Jupp. Our high officials’. I have seen this happen so many 
times. I will give youone. IthinkI haveit here. It is the one that 
General Marshall had when he went out to China. I have asked him 
several times who wrote it, because you will see why we lost in China 
when you read this directive. It was issued by Harry S. Truman on 
December 15, 1945. Here is a sentence: 


The existence of autonomous armies, such as that of the Communist army, is 
inconsistent with, and actually makes impossible, political unity in China. 
With the institution of a broadly representative government, autonomous armies 
should be eliminated as such, and all armed forces in China integrated effectively 
into the Chinese Nationdlist Army. 


The Generalissimo had said, let them first do what Lee did at Appo- 
mattox, let them lay down their arms, and then we will take them into 
the government. This directive said, take them in first, and then let 
them lay down their arms. 

Now, listen here: 


In line with its often-expressed views regarding self-determination, the United 
States Government considers that the detailed steps necessary to the achieve- 
ment of political unity in China must be worked out by the Chinese themselves, 
and that intervention by any foreign government in these matters would be 
inappropriate. 


You see, there is to be no intervention. 


The United States Government feels, however, that China has a clear respon- 
sibility to the other United Nations to eliminate armed conflict within its terri- 
tory as constituting a threat to world stability and peace—the responsibility which 
is shared by the National Government and all Chinese political and military 
groups. 

Here, now, is the hooker, in the last paragraph. Here is where 
we intervene to say how it must be done: 


As China moves toward peace and unity along the lines described above '*— 


1 Emphasis supplied. 
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first, take the Communists in, then they give up their separate 
armies— 

the United States would be prepared to assist the National Government in every 
reasonable way to rehabilitate the country, improve the agrarian and industrial 
economy, and establish a military organization capable of discharging China’s 
national and international responsibilities for the maintenance of peace and 
order. 

The reason I was immediately suspicious about that directive was 
the phrase “peace and unity” as the condition of our assistance. Some 
months before, that line, the “peace and unity” slogan, had started out. 
All over our country, in the usual leftist circles, the line had appeared : 
We must have “peace and unity” in China. Here is one from the 
Foreign Policy Bulletin of October 24, some months before this. It 
is in an article by Lawrence K. Rosinger, who, I understand, has taken 
the fifth amendment before this subcommittee. Henry Wallace had 
made 3 or 4 speeches, always demanding “peace and unity” in China. 
It suddenly became the watchword, “peace and unity.” 

Now, it showed up in the President’s directive. 

Now, look at that a moment. How do you get unity in a country 
where there is an armed rebellion? There are only two ways. One 
is to put it down. That is what we did in the United States when 
we had an armed rebellion in 1861. But that was unity and war. 
We said to the Chinese, you can’t do that, you must have peace and 
unity. 

How do you get that. There was only one way, to yield to the Reds, 
which the Generalissimo wasn’t willing to do. 

The Communists knew what that meant, even if we didn’t. 

Read from the directive again: 

As China moves toward peace and unity along the lines described above, the 
United States would be prepared to assist the National Government in every 
reasonable way. * * * 

The Communists said to themselves, if Chiang gets peace and unity, 
the United States is going to help him; he wins, we lose. But this 
condition means that if he doesn’t get peace and unity, the United 
States won’t help him. He can’t make it without American help, any 
more than France or England or many other countries could. So, all 
we Communists have to do to block American aid, destroy Chiang and 
take China over for communism is to see that he doesn’t get peace and 
unity. And General Marshall wondered why he could not get peace 
and unity in China. His own directive made impossible the success 
of his mission. I asked him once privately, and once in our Foreign 
Affairs Committee in the House: “Who drafted that last paragraph ?” 
I would like to know, and I never could get an answer. 

When you observe that sort of thing, you know it can’t happen by 
accident. All of a sudden, the whole leftwing all over the United 
States, cries “peace and unity.” Then this directive tells the Com- 
munists that all they have to do to capture China is to make sure there 
is no peace and unity. 

Mr. Morris. Did you read the Institute of Pacific Relations report 
by this subcommittee, which indicated that directive was largely writ- 
ten by John Carter Vincent ? 

Mr. Jupp. Yes, I read that report. But I don’t know. I wouldn’t 
be surprised if that were the case. But, I have never gotten a firm— 
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what seemed to me a firm confirmation that that directive was all 
written by him. 

Well, that is the kind of thing that happened. They write a strong 
directive saying we are going to help China, and so on. But, in it, 
there is a specific condition that makes the help impossible. 

Another thing is the leaks to the press. All of you have seen in the 
press for 6 months repeated stories, especially from certain columnists, 
that the United States is going to recognize Communist China after 
the next election. And the United Nations Assembly will meet t and 
admit Communist China to the United Nations. I asked 2 or 3 times 
down at the State Department, if this is true. It has been denied com- 
pletely and emphatically by everybody at the top. 

Finally, one came out a few weeks ago in a Kiplinger Letter. It 
said that, ‘at one of these recent conferences with foreign visitors, it 
was tentatively agreed that this would be done. It would be denied 
officially, the letter said, but the fact is that the United States is going 
to recognize Communist China and not veto its entrance into the 
United Nations. 

I called up keymen and said, “Has there been a change?” 

They said, “No; we saw the stor y, too. There is not a word of truth 
in it.” 

Now, the newspaper reporters didn’t think that up. Somebody in 
the Department told them that. This is a thing that goes on again 
and again. Leaks go out from underlings that this is what our police’ y 
is going to be: We are going to recognize Communist China. It is 
not the President’s policy. It is not Mr. Dulles’ policy. It is not the 
policy of the Far East Division. Yet, somewhere down in the State 
Department or in the Pentagon, or the National Security Council, o1 
somewhere, there are people who pass this out. 

You go to the press people and they won’t reveal their sources. I 
don’t blame them. But this is handed to them as inside dope to pass 
on to their readers. This is a way in which they shift the thinking 
of the Beate toward further appeasement of the Communists. 

Mr. Morris. Are there other things the committee should look for 
in trying to determine whether or not there are Communists or Com- 
munist sympathizers working in our midst ? 

Mr. Jupp. Let me say this. I, myself, think, in our country, there 
has been a little too much emphasis on the cloak-and-dagger work 
of the Communists. We think we have to get somebody — stole 
documents or wrote something in code to the Soviet Union. I don’t 
think those are the dangerous ones. Those are the little fellows. 
The really dangerous ones are the ones nobody ever suspected. I 
remember when John Peurifoy was chairman of Security or head of 
Security in the Department in 1947 and 1948, and I was on a sub- 
committee of the Committee on Government Operations in the House 
that investigated the Department. We got rid of 131 unsuitable 
people, about half of whom were Communists or Communist sus- 
pects, and we didn’t have a headline. But he said to me one day: 

“Walter, what worries me is how many more there are like Hiss, 
whom I never even suspected. I used to lunch with Hiss, once in a 
while. It makes me wonder if the fellow I have my lunch with now 
is one.” 

If you go down through their history and watch what they have 
recommended over the years, you find it turned out to be favorable 
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to the Soviet Union. I am sure they will never be found to be carry- 
ing Communist cards. They would be fools to have meetings in 
the back end of an alley or a restaurant somewhere. They are clever, 
and their real danger is their ability, at the lower echelons, to write 
position papers, which come up to their superiors and become policy 
papers. Then those policy papers go to the action agenc ios like 
the State Department, the Pentagon, and the National Security Coun- 
cil. If you allow me to write the papers on which my superiors make 
their decisions, I think I could have had a good deal to say about 
what my superiors will think. 

For example, if the top man comes in and he has the choice be- 
tween two memoranda on his desk, and both are written by a fellow 
who is pro-Communist, the man’s freedom of decision is not too wide. 
He has to decide between two positions, both of which are in various 
degrees pro-Communist, which means, in my book, inimical to the 
interests of the United States. 

Mr. Morris. Do you think, then, that committees such as the In- 
ternal Security Subcommittee should look into who has been writing, 
for years, the directives that make the policies? 

Mr. Jupp. I think that is where pay dirt is to be found, sir. 

Mr. Morris. I wonder if you encountered at all in your experiences 
in China or here on the Hill, the activities of some of the people who 
passed as Soviet officials in various countries? 

For instance, we took, on the day before yesterday, executive ses- 
sion testimony of a man about Sergei Tichvinsky, who was a few 
days ago accorded semidiplomatic rec ‘ognition in Japan. Now, aman 
known in our committee as Yuri Rastvorov, who had, himself, been 
in Japan and defected in 1954—we learned from him that this man 
{ Tichvi insky | i is at least a colonel in the MVD, this man who has now 
been given semiofficial diplomatic recognition. Looking into the 
thing, we discovered that Tichvinsky had been 10 years in China and 
in Peiping and Chungking, posing as a Soviet diplomat. 

In addition, we have had testimony that indicates that this man 
has been recruiting Japanese prisoners of war and Japanese internees 
who are in the hands of Soviet authorities. He was recruiting them 
for Soviet agents, who have now been sent back into Japan. As the 
prisoners of war and the internees have been returned, they have been 
recruited as Soviet agents by this man. 

Now we discover this, as he now arrives as possibly the first Am- 
bassador—-it is predicted he may be the first Ambassador from the 
Soviet Union to Japan. At least now he is the head of a trade mission 
and he is the first person to be given quasi-judicial recognition. 

Would a man like that be able to cause much mischief ? 

Mr. Jupp. I think, Judge, your question answers itself. The Com- 
munists captured, as I recall, about 400,000 Japanese in Manchuria 
and they apparently soon divided them into 2 groups there. Those 
they couldn’t do anything with they let go home early. Those they 
thought they could do something with they held onto for 3 or 4 years, 
and then let them go back to Japan in small groups. There isn’t any 
question but what the Communist movement is growing in Japan, 
largely through these returnees and through former Communists who 
had been thrown into jail by the Japanese during the war. One of 
the first things our State Department people did, w vhen they went over 
there after the end of the war, was to insist that these people be let 
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out, in accordance with our democratic way of life. They immedi- 
ately began propagandizing again. 

With the Japanese prisoners who came back from the Russian pris- 
oner-of-war camps, there is a strong body of disciplined, organized 
Communist workers in Japan. If they have direct guidance and 
sponsorship, and to some extent protection, through the Soviet Em- 
bassy, obviously that is a great menace to our good ally, the Govern- 
ment of Japan. 

I would like to say another thing to show how these men work 
against our policy from within. This is what General Hurley said 
his directive was: 

When President Roosevelt sent me to China in 1944 as an Army officer and 
personal representative, he specifically directed me to prevent the collapse of 
the Nationalist Government, to keep the Chinese Nationalist Army in the war, 
to sustain the leadership of Chiang Kai-shek, and, as far as possible, to unify 
all of the anti-Japanese forces in China. 

He told me that when I was out there in 1944. When he first went 
out there, he hoped that the Communists would cooperate, because he 
went through Moscow and Molotov told him that Russia wasn’t inter- 
ested in these Communists in China, so he naturally believed it. But 
General Hurley soon got wise to the situation, and the thing he couldn’t 
understand was why his own subordinates in the Embassy were advo- 
cating the very opposite of the thing he had been sent out by Presi- 
dent Roosevelt to do. 

The sequel of the story is this: Sometime during the latter part 
of March 1945, Hurley came back to this country and had a showdown 
regarding these subordinates. One day he called me up and asked me 
if I wouldn’t come down to see him the following morning. I said 
“ves,” and he told me an office number in the old State Building. I 
went down, and it was the office of Mr, John Carter Vincent. He sat 
in Mr. Vincent’s office and he told me what the President had in- 
structed himtodo. He was quite elated and he said : 

We have had a showdown, and the President has reaffirmed this directive to me. 
My job is to help the Gimo and the Nationalist armies to stay in the ring. My 
job is not to undermine him and build up the Communists. As a result, all of 
these folks who have been working against my efforts as the President’s personal 
representative and Ambassador are being sent back to the United States. 

He also made a statement to the press along those lines, and went 
back to China. Within 2 weeks or so, President Roosevelt died. 

Now, here is the rest of the story that you can confirm. On the 
morning of April 13, when President Truman, the new President, came 
to his office in the White House for the first time as President of the 
United States, naturally the press was there from a great many papers 
and so on. Pictures were taken of the new President, the first morn- 
ing in his office. What was the first piece of business, for President 
Truman, shown on a memorandum pad on the President’s desk, writ- 
ten right on there and readable in the press photo? A man in Wash- 
ington has that picture now. He had been in naval intelligence and 
was sensitive to intelligence matters. The minute he saw the picture 
hanging in the White House, he said to his friend, President Truman, 
“You must not have a picture like that around, showing, for all to 
read, a memorandum on the President’s desk, no matter whether it is 
innocuous or not,” 
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What does the memorandum pad say? What was the first piece of 
business for the new President? “See John Carter Vincent, about 
China.” 

Who was high enough in the administration—within 2 weeks after 
Roosevelt had reconfirmed the policy to support the Government of 
China, to help the Generalissimo win, reestablish order in his country, 
build up ey overcome the great difficulties which then existed— 
who was high enough to see that the first piece of business for the new 
President was: “See John Carter Vincent about China” ?—John 
Carter Vincent, whose policy as he himself has avowed in my pres- 
ence was: “I worked at nothing for years, except to get a coalition 
between the Communists and the National Government.” 

Well, Mr. Truman didn’t have that whole China background. 
Obviously, Mr. Vincent and the others got to him—I am not accusing 
them of communism or anything of the sort. They, however, for what- 
ever reason, believed we should back the Communists and try to get a 
coalition government. I can’t understand their ignorance, if that is 
what it was, because the documents were so replete with plain evidence 
as to the Communist purposes. Even Edgar Snow warned again and 
again that those who think the Chinese Communists are just agrarian 
reformers are due for a sad awakening. They are not, he said. They 
are Communists. 

I have half a dozen Communist documents here showing the secret 
memorandums that went out to their members in 1937 to explain why 
they were making a coalition with the Chinese Government. When- 
ever they are in trouble, they have to explain to their members why 
they are doing an apparent about-face. How could smart people down 
in our departments fail to understand the Communists and their 
maneuvers / 

As a result of that situation, when it came to my attention, I went 
to see President Truman. This was July 6, 1945. I made some notes 
before I went to see him. He was just going to Potsdam. I didn’t 
know for sure how much he knew about the situation in Asia. So I 
said, “I understand that you are going to Potsdam—to try to get a 
resolution of our difficulties with Russia so we won’t have war.” 

He said, “Nobody can be more interested in avoiding trouble with 
Russia than I. We got into a conflict with Russia in Eastern Europe 
over Poland and the satellites. How can we avoid a conflict with 
Russia in Asia?” 

I said, “Why did we get into war with Japan? To prevent China’s 
being made a puppet of Japan. If Japan could get the manpower, 
resources, bases, and so on, of China, it would be a great threat to our 
security. Now, having defeated Japan so she can’t get control of 
China, we dare not let anybody else get control of them.” 

Mr. Morris. Mr. Judd, what are you referring to, there? 

Mr. Jupp. I am referring to a memorandum of my conversation 
and some representations I made to Harry Truman. 

Mr. Morris. Is that a contemporaneous memorandum you have 
there ? 

Mr. Jupp. These are notes I made that morning. 

Mr. Morris. You took notes at that time. 

Mr. Jupp. Yes. These are my notes of things I said to him. 
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Mr. Morris. Then your testimony here is not based on your own 
recollection ? 

Mr. Jupp. It is based on these notes. I couldn’t have recalled all 
this detail if I hadn’t found the notes. 

I said to him the two things China needed most were the resources 
of Manchuria and no serious civil war. Manchuria is where the 
coal and iron are. That was already gone, because that had been 
decided at Yalta. Control of Manchuria, with its iron and coal and 
railroads, had been given to the Soviets at Yalta. 

So, we must save the other thing for China. We must prevent a 
serious civil war. One group said the w ay to avoid a civil war was 
to give in to the Communists. I took the opposite position. We 
must get victory in China, in order to get unity; not unity in order 
to get victory. The latter was the commie line: Get a coalition gov- 
ernment and then go on to get victory over Japan. It was the other 
way around. Get victory for China first, in order to get unity. 

The reasons we should take a position at Potsdam, “T said, ‘of un- 
qualified support of the Nationalist Government of China is (1) 
because Russia herself has officially offered to back Chiang; (2) 
Chiang has stood by us and we are merely standing by him; 
(3) we are carrying out the policies of F. D. R., and “I know, Mr. 
President,” I said, “you want to carry out the policies of F. D. R.” 
I had some of these documents that I showed him. 

The fourth reason is, I said, our own interest. If we can avoid 
a civil war in China by backing our ally, and China is united, we 
will have security in the Pacific. If China is torn and there is Com- 
munist victory within, then we will have a mortal enemy across the 
Pacific. 

Our future prospects for peace, trade, and good will depend upon 
an independent, friendly China. 

So, I said our hopes militarily, economically, financially, lie in 
having a strong Chiang Kai-shek government in control of China. 

I said I know some of our people are opposed to this position, be- 
cause they see China’sGovernment so weakened. I said that I hoped 
he would back General Hurley, General Wedemeyer, and General 
Chennault. And then I havea note in here: “Mr. President, now that 
the war in Europe is ended, in order to lift Asia out of this brawl] of 
dissension, why don’t you consider appointing Dwight D. Eisenhower 
as commander in chief for China? He has just won a magnificent 
victory in Europe. He commands confidence, and since our public 
opinion is so divided, send over Dwight D. Eisenhower 

I had forgotten that I made that recommendation until I ran across 
these notes. 

Then, I also urged that President Truman at Potsdam arran 
for some of the German ammunition to be sent to China, because the 
caliber of the rifle that the Chinese armies used was the same caliber 
as the German rifle. Endless quantities of German ammunition were 
left after Hitler’s surrender. Why not send it to China to use against 
Japan? I understand that some of it was loaded on ships, but the 
order was countermanded by Lauchlin Currie, and none of it it went to 
China. 

Mr. Morris. You say Lauchlin Currie countermanded the order? 


Mr. Jupp. I couldn’t prove that. That was the account given me 
at the time. 
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General Stilwell and General Wedemeyer had trained some 30 
divisions of the Generalissimo’s troops. They had taken away some 
of the old semiwornout Chinese rifles, prepared for the German 7.92 
ammunition, and gave them our obsolete Enfield and Springfield .30 
caliber rifles, about 250,000 of them. 

Then, when the war was over and General Wedemeyer and the 
Generalissimo moved those troops up north to block the ¢ Communists 
from getting into Manchuria, the directive was issued: “Avoid fratri- 
cidal war in China.” 

When the Generalissimo was trying to get control of his country, 
what surer way of preventing him from getting control than to refuse 
to allow him to establish order in his own domain? When the Gen- 
eralissimo insisted on getting control by force if necessary, General 
Marshall put an embargo on .30 caliber ammunition to stop him. 
To me, this is one of the most inc andinle actions in history. We take 
the Generalissimo’s 30 best divisions, train them for and equip them 
with our rifles, make them dependent on us for ammunition, and then 
put an embargo on that ammunition. 

We thus effectively disarmed his 30 best divisions. For about 10 
months, that embargo was on. 

Then we wonder how the Communists got into Manchuria first. 

If the whole story is told, the American people will just be unable 
to believe it. It is long, difficult, and complicated, as I believe these 
diaries are. It is going to be hard to get it simplified down to 1, 
which is the kind of thing that we like in our headlines. 

But I hope, Senator Eastland, you and your committee will go into 
this thing in great detail. I know a lot of it won’t seem to be pro- 
ductive. But there is a head and tail to it all. There is a cause and 
consequence to every step through this long, sordid history, whereby 
the United States stood at the peak of its power, influence, prestige, 
even affection in Asia only 11 years ago, and today is at its all-time low. 

We came down, and the Communists went up. It couldn’t have been 
done without a great deal of skillful planning. 

In a report to my own committee on November 14, 1947, after I 
had been on another trip to China and examined this thing, I discussed 
the threefold plan that the Communists had: One, to destroy the 
Generalissimo at home by tearing up the railroads, wrecking the econ- 
omy, making it impossible to restore economic proc esses, and so on: 

Two, to destroy him abroad by sapere — they had six words for him 
and his government—inept, incompetent, inefficient, undemocratic, 
corrupt, reactionary. By repeating these six things often enough- 
inept, incompetent, inefficient, undemocratic, corrupt, and reaction- 
ary—you can close off all other mental processes. 

The third thing was to build up the Communists themselves, as 
democratic reformers. I said in this report: 


2, dy 


The propaganda, as you know, was largely led by about 20 or 30 writers and 
lecturers and commentators in America, and by some men who became Far East 
advisers to our State Department or experts on the staffs of organzations sup- 
posedly dedicated to enlightening the American public on Asiatic affairs or 
foreign policy. 

There were some of the group in what has become widely known as the Red 
cell in the State Department—the Far Eastern Office. It has been openly said 
that some of these experts, both in and out of the Government, are members of 
the Communist Party, although I have no personal knowledge of that. But 
certainly, they have consistently followed the party line with respect to the 
Chinese Communists. 
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One of them openly boasted that, while they had not succeeded in all they 
wanted, at least they had gotten rid of Grew, Hurley, and Hornbeck, who were 
the three in the State Department who knew the facts about the Communists’ 
wiles, and who tried to carry out Roosevelt's policy of supporting the Central 
Government of China. 


On the next page I said: 

I do not know when, if ever before in history, some 30 or 40 persons in and 
out of the Government, have been able to lose a great victory so almost completely 
as this handful of Communists, fellow travelers, and misguided liberals in 
America has succeeded in doing with respect to the victory over Japan which 
4 million brave Americans won at such a cost in blood and sacrifice. I do not 
like to make so strong a statement, but I do not see how anyone can look at the 
facts and come to any other conclusion. 

It was plain as day in the fall of 1947 that we were going to lose 
the victory if we didn’t change our politics. But we didn’t succeed 
in changing them. 

Mr. Morris. You mention that report. When did you make that 
report ¢ 

Mr. Jupp. November 14, 1947. It was in our committee hearings 
but there were so many qpertiens: asked me that, since it was just as 

and is just as true 9 years later—I had it re- 
printed and sent out.as a pamphlet the following June 1948. 

I am just an ordinary workingman Congressman. I could find out 
what the Communists were up to. I can’t understand how the great 
experts can be so misguided and misled. I cannot believe it is wholly 
ignorance, 

Mr. Morris. You think we have the problem with us today? 

Mr. Jupp. Well, you see it on every hand. Look, here is last night’s 

de . = 
David Lawrence article. He is quoting from a speech by Allen 
Dulles of the CLA, in which Mr. Dulles is warning about the dangers 
of some of our allies’ going into coalitions with Communists: 





Today the danger of parliamentary compromises with the Communists, even 
in Europe, is not to be ignored. In Asia, this threat is even greater, because 
it is generally less well understood. 

Here is the head of our CLA warning against coalitions with the 
Communists. Yet, the State Department, with the exception of a few 
at the top, was insisting on coalition with the Communists then. 
There are some, even now, advocating, not parliamentary coalition 
with the Communists, but executive branch—War Department—com- 
Draeniins, if you will. 

Mr. Morris. With respect to your notes, that you took at the time 
of your conversation with President Trumar—would you offer those 
for our record, and we will see that you get the original back 

Mr. Jupp. Well, they are awfully rough. 

Mr. Morris. If so, we will put it in th» record and return the 
original back to you. 

Mr. Jupp. All right. 

(The document referred to was marked “Exhibit No. 314” and 
a copy may be found in subcommittee files. ) 

Mr. Morris. Now, Congressman, what did President Truman say 
after you made those recommendations / 
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Mr. Jupp. Well, I have always hesitated to quote what Presidents 
say. I think it is their business to make statements to the press. 1 
will say this, though, because there is no secret about this. He said: 

“Don’t worry about the war with Japan; Russia is going to enter 
the war. She promised at Yalta that she would enter the war within 
3 months after the surrender of Hitler. So she is coming into the 
war.” 

This is not in my notes, but I said, “Mr. President, I am sorry to 
hear that, because if she comes into the war in Asia, she will insist 
perhaps contribute a little tiny bit at the end of the war—and then 
insist on having a major say in the peace conditions. 1 wish, myself, 
she wouldn’t come in, because the Japanese are practically Ticked 
already, and we don’t need her help.” 

But he was greatly elated, although it hadn’t been announced yet 
that Russia was coming in. He made some remarks about the Poles 
and so on, which I don’t think I am entitled to repeat. 

Chairman Eastianp. Mr. Morris, has Tichvinsky been in the United 
States ¢ 

Mr. Morris. He was an expert at the United Nations General Assem- 
bly on a special mission, Soviet Union, on December 16, 1950—that is 
the autumn session of the General Assembly. He was here again on 
October 13 and December 9, 1952. That is again in the autumn 1952 
meetings of the General Assembly. 

— was here again on February 23 to March 27, the year 1953. That 

ras the spring meeting of the General Assembly. He was always here 
in the position of an expert with the Soviet mission. 

Mr. Mitchell, I emia if you will identify for me the 10 documents 
we have gone ‘over—Congressman Judd, you have gone over some 
of the Morgenthau excerpts with the staff of the committee; have you 
not? 

Mr. Jupp. Yes, sir. 

Chairman Eastianp. You say excerpts. 

Mr. Morris. Suppose I let Mr. Mitchell describe them / 

Mr. Mircneiu. These are 12 documents, one of which is the report 
by Mr. Friedman of the speech made by Congressman Judd in Chung 
king. The other documents seem to explain why so much interest was 
taken in his speech by Mr. Friedman and by other people—Mr. White, 
and so on. 

Mr. Morris. Describe each document. 

Mr. Mrrcnety. The first document comes from book 796, page 242. 
It is dated November 18, 1944. It is a memorandum by a Mr. Service, 
which was forwarded by Solomon Adler, who is the Treasury repre- 
sentative in Chungking, to Harry Dexter White. It reports an inter- 
view by Service with Mao Tse- -tung, the Communist leader, in which 
Mao said the hope of the Communists is that the influence of the United 
States will be exercised to prevent Chiang Kai-shek from attacking 
them. 

The next document is from book 793, page 142, dated November 10, 
1944, which is another memorandum by Service, of a conservation 
with Mao. 

Chairman Eastianp. They are complete documents, and not 
excerpts? 

Mr. MrircHetu. These are complete documents. 

Chairman Eastianp. All right, admit them into the record. 
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Mr. Morris. Do you want them described at this time? They speak 
for themselves. 

Chairman Easttanp. They speak for themselves. 

(The complete documents were marked “Exhibits 315 to 328” and 
appear at the conclusion of Mr. Judd’s testimony.) 

Mr. Morris. Mr. Chairman, I would like also to formally put into 
the record the executive session testimony of Mr. Rastvorov. He has 
not completed his testimony, but for security reasons we don’t bring 
him back for public session each time. ‘Twice he has appeared pub- 
licly. We have agreed not to present him in public in such a way 
that his present identity might be known. For that reason, may 
that go into the record ¢ 

Chairman Eastianp. Yes. 

(The testimony referred to appears at pp. 795-800, p. 14, of the 
series of hearings on Scope of Soviet Activities in the United States.) 

Chairman Eastianp. Proceed. 

Mr. Morris. Is there anything else, Congressman Judd, which you 
can tell this committee, based on your study of these documents which 
Mr. Mitchell has just described, and which have now been ordered 
into the record by “a chairman here? 

Mr. Jupp. No, I didn’t study them. He just sort of went over 
them the way he did here. I am not in a position—I didn’t get a 
chance to read them carefully. Perhaps I should have before I 
testified. 

Mr. Morris. The ones you have seen reflected, did they not, the situ- 
ation you found in China when you were there / 

Mr. Jupp. Yes. Obviously, they were disturbed at what I had, in 
all innocence, said in Chungking. I had gone out to find out (1) what 
the situation was there, and (2) what I could do as one citizen to 
strengthen our ally, which was in accordance with official American 
policy. I was surprised and disturbed that they were so disturbed 
at my taking this position. They had apparently thought they had 
it about fixed up to shift our aid to the Communists, and I, perhaps 
to some extent, hindéred or put a crimp in that operation. 

Mr. Morris. Congressman, the F Salalaion: letter reflected the alarm 
that some of these people we have been talking about experienced when 
they realized that you were there talking as an official of the United 
States Government, talking directly to Chiang Kai-shek and express- 
ing a view directly opposite to the one they were taking at that time. 

Mr. Jupp. Yes, the views he is talking about were not spoken pri- 
marily to the Generalissimo. They were at this public meeting of the 
American Chinese Cultural Society where there were many high Chi- 
nese officials, as well as the newspaper people. 

Mr. Morris. All these documents which we have put into the record 
today on events which took place while Mr. Judd was in China? 

Mr. Mircnetn, They are either the period Mr. Judd was in China 
or within 2 weeks after he left. 

Mr. Morris. I have no more questions. 

I would like to sum up, if I might, the things you think we should 
look for in connection with determination of people who may be 
carrying on activities which may not be in the interest of the United 
States. 

I think in executive session you went through four points we should 
look for. I think if we could have them again 
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Mr, Jupp. I said you ought to watch for cases, first, where Govern 
ment officials consistently give false information to their superiors 
and, second, where they leak to the press information supposed to be 
the inside dope on American policy, but which is contrary to the 
announced official policies of the responsible heads of agencies in our 
Government. 

Third is their delay in carrying out directives or policies established 
by the Congress. If they don’t approve, feet are dragged and the 
goods don’t get out or the action isn’t put into effect. 

Chairman Eastianp. Mr. Judd, where are those leaks coming from / 

Mr. Jupp. I don’t know, sir. I have tried to find out from some of 
my newspaper friends. They come from State and from the Penta- 
gon. ‘Those are the two common sources. 

Chairman Eastuanp. Then you think some of these people that 
are pro-Communist are still in the State Department, and still in the 
Pentagon / 

Mr. Jupp. Why, yes. I don’t mean pro-Communist in the sense 
that they are in the party, but they advocate policies that work out to 
the good of the party. On the law of averages, a mere moron, once in 
a while would make a decision that would be favorable to the United 
States. When policies are advocated by any group which consistently 
work out to the Communist advantage, that couldn’t be happenstance. 

Chairman Eastnanp. Do I understand that you think that the rec 
ommendations of these individuals have influence with the real policy 
makers in the State Department and in the Pentagon / 

Mr. Jupp. Oh, there is no slightest doubt of it. For example, if I 
may use an illustration, I am told, because I have asked all kinds of 
questions about it down there, that eres is the Assistant Secretary for 
a given area, Europe or the Middle East or the Far East. He is 
strongly anti- Communist, and in every instance he takes a position 
that will build up the interests of the United States. He is the man 
who carries out polici ies and so on. We are inclined to assume that, 
because he is the Assistant Secretary, he is the man who advises the 
Secretary on what the policies should be. But when you investigate, 
you find that isn’t the way it happens. It is the planning council 
whatever they call it. 

Mr. Morris. Policy Planning Board, isn’t it / 

Mr. Jupp. Policy Planning Board. They h: Me on their Policy 
Planning Board a man, for example, for the Far East, one for Latin 
America, one for the Middle East, and soon. T hey prepare the “posi- 
tion” papers. Those are the ones that go up to the higher levels, 
where the policy is determined. The men we look to, the men you 
confirm as Assistant Secretaries, carry out the policies. But I find 
they are not always the most influential ones in making the polic ies, 
It is these position papers that come up from the Policy Planning 
Board. 

Chairman EasrLanp. You think today that those officials are sub- 
ject to pro-Communist influence ¢ 

Mr. Jupp. You mean the higher officials ? 

Chairman Eastianp. Yes. 

Mr. Jupp. Yes, I do. I don’t see how they can come to some of the 
conclusions they do if that weren’t the case. 

Mr. Morris. You think, Congressman, that influencing our policy 
to our disadvantage would come from the bottom and not from the top ? 
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Mr. Jupp. Oh, I am sure it is not from the top. You talk to some 
of those peuple at the top and they are distressed, themselves, at the 
miscarriage of orders that are supposed to be against the Communists 
and yet it doesn’t work out. 

As John Peurifoy said, some of these people are not on our side. 
Who are the people? 

Chairman Easttanp. What is the trouble? Can’t they fire them? 

Mr. Jupp. Well, it seems to me they could. It seems they could, if 
there was the will to be really tough in policing an organization and 
tightening it up. They could go back to the papers and find out 
what a man’s position consistently has been. Then, if he has been 
consistently advecntinks over the years policies which events have 
proven wrong, he ought to be fired, not as a Communist, but as a fellow 
who is consistently wrong. If I have a doctor who takes care of my 
father and he dies, who takes care of my mother and she dies, who 
takes care of my wife and she dies, and then I get sick, I am going to 
fire him, not as a Communist, but because he is just not a good enough 
doctor. 

I don’t think we have to call them subversive. I think a lot of them 
are not subversive. They are intellectuals, and communism appeals 
to the theoretical mind—one leads to two, two leads to three, and 
three leads to one in a neat wrapped-up way. 

Chairman Eastianp. But you do think they are pro-Communist ? 

Mr. Jupp. I think the things they advocate consistently work out 
to the interest of the Communists. 

Mr. Morris. Have you finished the four points? 

Mr. Jupp. The fourth one was in writing their position papers and 
directives. They start out with a big smashing, strong statement, 
that they know their Chief will agree with, and then in the third or 
fourth paragraph, it is hedged around with howevers and buts until it 
is all watered down. After the agency approves, it goes up, say, to 
the National Security Council or other top boards which have to take 
this policy paper and work out a directive. They don’t go by the big, 
strong statement in the first paragraph or two. They go by the small 
print as it is spelled out in the later paragraphs. 

So, the policy that is ultimately carried out is not the one that is 
foreshadowed, apparently, in the strong, anti-Communist, firm state- 
ment in the first paragraph. It is the weaker one described down in 
the modified paragraphs. It is reflected, then, in the writing of the 
directive, based on the policy which has been watered down. 

I think it is in the preparing of these papers and directives that the 
damage is done, and the influencing of the minds of the people above. 

Chairman Eastianp. Let me ask you this question. Do you believe 
that any government ever had a weaker department than our present 
State Department ? 

Mr. Jupp. No, I think the State Department is a good deal better 
than it was. But I still think it has a long way to go. I will probably 
get in trouble, but I have said this to the Secretary personally, so 
there is no reason not to say it here. 

A man down in the Department told me, just about inauguration 
day in 1953, that the old cliques were saying: 

“Well, we were kind of worried when there was to be a change down 
here, but we have things under control now.” 

I said, “What do you mean ?” 
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“Well, they say they are going to give Mr. Dulles the Jimmy 
Byrnes treatment.” 

“What is that,” I asked. 

“Keep the Secretary of State out of the country.” 

He said, “Look at Jimmy Byrnes. He came in as Secretary and 
they sent him to Potsdam and Moscow and then sent Byrnes and 
Connally and Vandenberg to Paris for 6 months.” 

They were over there right while the postwar pattern of appease- 
ment was being established. They kept them out of the country. 
‘This man was not one of them. 

Chairman Easrianp. We still have that policy of appeasement, 
don’t we? 

Mr. Jupp. I beg your pardon? 

Chairman Eastianp. As I understand your testimony, we still do 
have that pattern of appeasement. 

Mr. Jupp. In the lower echelons. Not at the top. 

Chairman Eastnuanp. But you say they influence the men at the 
top. They are being influenced by pro-Communists. 

Mr. Jupp. I think so. 

Mr. Morris. I have no more questions of this witness, Mr. Chairman. 

Chairman Eastianp. We certainly thank you, Mr. Judd. You 
have been a very fine witness. 

Mr. Jupp. A person in his right mind certainly wouldn’t want to 
get into this kind of disagreeable situation, but I came because | 
wanted to help if I could. I was a soldier once, and a soldier doesn’t 
like to go into battle, but it is his duty. And I thought it was my duty 
to come today. 


The excepted documents from the Morgenthau Diaries appear 
below : 


Exuuisir No. 315 
{P. 242, vol. 796] 


TREASURY DEPARTMENT, 
DIVISION OF MONETARY RESEARCH, 
November 18, 1944. 

To: Secretary Morgenthau. 

1. I feel that the attached memorandum recording an interview between 
Mr. Service of the State Department and the leader of the Chinese Communists 
is of sufficient importance to warrant being called to your attention. The Chi- 
nese Communists believe that civil war is inevitable unless we actively throw 
our weight against it. They now regard the American attitude toward them 
as the decisive factor in the general determination of their policy and appear 
to be anxious to cooperate with us. This fact gains added importance with the 
approaching end of the war in Europe and the possibility of a more active Rus- 
sian policy in the Far Hast. 

2. In the normal course of events, this memorandum would go to the Presi- 
dent through the State or War Department. Adler asked Service if it had been 
submitted to the President and Service indicated that it hadn’t. 


H. D. W. 
Mr. White, Branch 2058, Room 214% 


[Pp. 243, 244] 


TREASURY DEPARTMENT, 


November 18, 1944. 
INTEROFFICE COMMUNICATION 
To: Mr. White. 


From: Mr. Adler. 
Subject : Digest of Interview with Mao Tse-tung. 
1. Kuomintang-Communist relations are the key problem of China. Civil war 
has been prevented by the following factors: the Japanese attack on China, the 
72723—57—pt. 34-4 
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pressure of foreign opinion, Communist strength, the will of the Chinese people, 
and the internal weakness of the Kuomintang. With the approach of the end 
of the war a shift in these forces is taking place which increases the possibility 
of civil war which the Communists abhor. The Kuomintang is already visibly 
preparing pretexts for civil war and to use puppet troops against the Commu- 
nists. The hope for preventing civil war therefore rests to a very great extent 
on the influence of foreign countries. Among these by far the most important 
is the United States, whose growing power in China and in the Far East can be 
decisive. The Communists now regard the American attitude to them as the 
decisive factor in the general determination of their policy. 

2. Mao, therefore, raised three questions about American policy toward China. 

(a) The first question, namely whether there was a chance of an American 
reversion to isolationism with a resulting lack of interest in China, has 
already been answered by the reelection of the President. 

(b) The second question was whether the American Government is inter- 
ested in democracy in China. Mao pointed out that the present government 
in China has no legal status and is in no way representative of the people 
of China. He stated it was essential that the Government should broaden 
its base and that this should be done by the immediate convention of a 
provisional National Congress, one-half of the members of which would be 
Kuomintang, the others to consist of representatives of all the other parties. 
The government would be directly responsible to this Congress. Mao wished 
to know if the American Government was willing to make a proposal for 
and support the calling of such a Congress. 

(c) The third question was the attitude and policy of the American 
Government toward the Chinese Communist party, whether we recognized 
it as an active fighting force against Japan and as an influence for democracy 
in China and whether there was any chance of American support for the 
Chinese Communists and what the American attitude would be if there was 
a civil war in China. He asked if American policy was to try to induce the 
Kuomintang to reform itself. The Communists wished to risk no conflict 
with the United States. But if the Kuomintang does not reform itself, will 
the United States continue to recognize and support it? 

3. The Generalissimo is in a position where he must listen to the United 
States. He is stubborn, but fundamentally he is a gangster and the only way 
to handle him is to be hardboiled. You can be friendly with him only on your 
own terms. There is no longer any need to placate Chiang. The presence of 
American soldiers in China is beneficial. It helps to prevent civil war and acts 
as a liberalizing influence, for instance, in Kunming. The Kuomintang, there- 
fore, fears an American landing in China only second to Russian participation 
in the Far Eastern war, 

4. The Communists feel that the Americans must land in China. If they do 
not, the Kuomintang will continue as the Government, without being able to be 
the Government. If there is a landing, the Americans will have to cooperate 
with both the Kuomintang and the Communists, as the Communists are the 
inner ring and the Kuomintang is further back. In this case it is important 
that the Communists and the Kuomintang be allowed to work in separate sec- 
tors, as the Kuomintang is too afraid to work with the Communists and will try 
to checkmate them. 

5. The Communists do not expect Russian help nor are they certain of Russian 
participation in the war in the Far East. Mao thus indicated that the Chinese 
Communists would prefer to have an American rather than a Russian orienta- 
tion, Cooperation between America and the Chinese Communists would be bene- 
ficial and satisfactory to all concerned. Mao said that the Communists have 
considered changing their name and that if people knew them they would not be 
frightened by the name, as their policies are merely liberal. Their rent reduc- 
tion is gradual, their limit on interest is ten percent a year, and they support 
the industrialization of China by free enterprise with the aid of foreign capital. 
The United States would find the Communists more cooperative than the Kuo- 
mintang, as the Communists are not afraid of American democratic influence, 
they would welcome it. They wish to raise the standards of living of the people 
rather than to build up armaments. 
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[Pp. 245-253] 
INTERVIEW WITH MAo TSE-TUNG 
AuGcustT 23, 1944. 
(After a short general conversation Mao said that he would like to talk 
about Kuomintang-Communist relations. The following is the gist of his 
remarks. ) 

The relationship between the Kuomintang and the Communist Party is the 
key to the problem of China. In the first stage, from 1922 to 1927, there was 
cooperation. This made possible the success of the Northern Expedition and 
the rise to power of the Kuomintang. But as soon as the Kuomintang got that 
power it sought to monopolize it; it turned against and tried to exte eee us. 
The result was the second stage—the ten years of civil war from 1927 to 1937 
The third stage, a return to cooperation, was impelled by the imminence of the 
Japanese invasion. It has continued precariously up to the present. 

This cooperation of the third stage was not entered into gladly or willingly 
by the Kuomintang. Its acceptance by the KMT has never been sincere or whole- 
hearted. It was forced on the KMT by five factors: 

1. The Japanese attack. 
The pressure of foreign opinion. 
The enduring strength of the Communists—exploited at Sian. 
The will of the people of China—to resist Japun. 
The internal weakness of the KMT—which made it unable to defeat us. 

The end of the war (and even its approaching end) will bring a shift in these 
forces. 

The defeat of Japan will eliminate the most powerful and positive of these 
factors. 

The Communists are stronger than before. In this way it can be said that 
their influence for unity and against civil war is greater. But as long as the 
KMT is under its present type of leadership this greater Communist strength 
makes the KMT more determined on Communist elimination. This can work 
only up to a certain point: if the Communists are too strong, the KMT will not 
dare to attack them. But the KMT leaders are so grasping for power that they 
may take long chances. 

The people of China are still inarticulate and politically repressed. They 
kept so by the KMT. The liberals, students, intellectuals, publicists, 
paper interests, Minor Parties, provincial groups, and modern 
(who have been disillusioned and see no future for themselves in Kuomintang 
bureaucratic industrialization) are numerous. jut they are disorganized, dis- 
united, and without power. Over them Chiang holds the bayonets and the secret 
police. 

The Kuomintang is an amorphous body of no definite character or program. 
The liberal groups within it have no strong leader, no rallying point, and no 
aggressive platform. If they did have these they would have no way, under 
present circumstances, of reaching the people. The controlling leaders of the 
Kuomintang, though divided into jealous cliques, are all anti-Communist and 
anti-democratic. They are united by their selfish determination to perpetuate 
their own power. 

Considering these factors alone it seems inevitable, if the country drifts along 
under the present leadership, that there will be Kuomintang provoked civil war. 

We Communists know civil war from bitter experience. We know that it will 
mean long years of ruin and chaos for China. China’s unity, her stabilizing 
influence in the Far Hast, and her economic development will all be delayed. Not 
only the Chinese but also all nations having interests in the Far East will be 
affected. China will become a major international problem. This vitally 
concerns the United States. 

One thing certain is that we Communists dread civil war. We abhor it. We 
will not start it. We will do our best to avoid it—even though we know that as 
things now are (provided that the KMT does not receive foreign help) we would 
eventually win. But the Communists are of the people. The people’s interests 
are our interests. The people will not submit for long to the despotic Fascism 
which is now apparent in Chungking and Sian, and which is foreshadowed even 
more menacingly in books like Chiang’s “China’s Destiny.” Jf the people fight, 
the Communists must fight along with them. 

The hope for preventing civil war in China therefore rests to a very great 
extent—much more than ever before on the influence of foreign countries. 
Among these by far the most important is the United States. Its growing power 
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in China and in the Far East is already so great that it can be decisive. The 
Koumintang in its situation today must heed the United States. 

American policy in China therefore becomes not merely a matter of concern to 
Americans alone: it is also a question of the most vital interest to the democratic 
people of China. The Chinese people, accordingly, are interested in three general 
questions. 

First, is there a chance of an American swing back toward isolationism and a 
resultant lack of interest in China? Are Americans closing their eyes to foreign 
problems and let China “stew in her own juice’? We Communists feel that this 
problem will not arise if Roosevelt is reelected. 

(This and other questions about the United States were addressed directly 
to me. I therefore made it clear, in the most explicit terms, that I had no 
official authority and that my replies were only my purely private and 
completely unofficial opinions. 

(On the above points, I mentioned America’s long and special interest in 
China ; the fact that we would have no internal reconstruction problem as a 
result of war destruction ; that on the contrary our greatly expanded economy 
and our more international outlook would impel us to seek trade and invest- 
ment beyond our borders that it was therefore unlikely that we would 
become isolationist or unconcerned about China; and that I doubted whether 
administration of the country by either Republicans or Democrats would 
fundamentally affect our China policy.) 

Second, is the American Government really interested in democracy—in its 
world future? Does it, for instance, consider democracy in China—one-fourth 
of the world’s population—important? Does it want to have the government of 
China really representative of the people of China? Is it concerned that the 
present government of China, which it recognizes, has no legal status by any law 
and is in no way representative of the people of China? Chiang Kai-shek was 
elected President by only 90 members of a single political party, the Kuomintang, 
who themselves cannot validly claim to represent even the limited membership 
of that party. Even Hitler has a better claim to democratic power. He was 
selected by the people. And he has a Reichstag. Does the United States realize 
the obvious fact that the present Kuomintang has lost the confidence and support 
of the Chinese masses? The important question, however, is not whether the 
American Government realizes this fact, but whether it is willing to try to 
improve the situation by helping to bring about democracy in China. 

(I referred to the numerous official American statements regarding unity 
in China and our general hope for democratic development in all countries. 
I mentioned the apparent trend of at least an important part of American 
opinion as shown in recent critical articles in the American press.) 

It is obvious that the Kuomintang must reform itself and reorganize its govern- 
ment. On its present basis it cannot hope to fight an effective war. And even if 
the war is won for it by the United States, subsequent chaos is certain. 

The government must broaden its base to take in all important groups of the 
people. We do not call for full and immediate representative democracy: it 
would be impractical. And. under Kuomintang sponsorship and control, it 
would be an empty fraud. But what can and should be done—at once—is to 
convene a provisional (or transitional) National Congress. To this all groups 
should be invited to send delegates. These delegates must not be selected and 
appointed by the Koumintang, as in the past. They must be genuine represen- 
tatives—the best-qualified leaders. They should include the Communist Party, 
all Minor Parties, the intellectual groups, newspaper interests, students, profes- 
sional groups, central organizations of cooperative societies, labor, and other 
mass organizations. 

A workable compromise for the distribution of strength might be that the 
Kuomintang would have one-half of the members, all others together the other 
half. It would have to be agreed beforehand, for reasons of practical politics, 
that the Generalissimo would be confirmed as Temporary President. 

This Provisional Congress must have full power to reorganize the Govern- 
ment and make new laws—to remain in effect until the passage of the Constitu- 
tion. The Government should be directly responsible to the Congress. Its func- 
tions and powers might be somewhat like those of the British House of Commons. 

The Provisional Congress would also have full charge of the preparations for 
full democracy and Constitutionalism. It would supervise the elections and 
then convene the National Congress. It would then turn over its powers and 
pass out of existence. 
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Is the American Government willing to use its influence to force the Kuomin- 
tang to carry out such a proposal? Is the American Government willing to make 
the proposal and actively support it? 

(Chairman Mao made the suggestion that this matter was of such impor- 
tance that it would warrant my making a trip to Chungking to present it to 
the Ambassador. I said that the Ambassador would be fully informed. I 
also suggested that we had already heard this general proposal from other 
quarters in Chungking. 

(Subsequently on August 26 I learned in a conversation with CHOU En-lai 
that the Politbureau of the Communist Party was considering the making 
of this proposal to the Kuomintang. They would base it on the Kuomin- 
tang’s refusal to discuss the Communist demands for democracy in their 
present negotiations on the ground that they are “too abstract.” ) 

Third, what is the attitude and policy of the American Government toward 
the Chinese Communist Party? Does it recognize the Communist Party as an 
active fighting force against Japan? Does it recognize the Communists as an 
influence for democracy in China? Is there any chance of American support of 
the Chinese Communist Party? What will be the American attitude—toward 
the Kuomintang and toward the Communists—if there is a civil war in China? 
What is being done to ensure that the Kuomintang will not use its new American 
arms to fight a civil war? 

(These questions, especially the points raised in the second and third, 
formed the framework of our further conversation. I returned to a number 
of points for further amplification and discussion. 

(Regarding the question of “support” of the Communist Party, I pointed 
out that the question was obscure and, in any case, premature, inasmuch 
as the Communists themselves publicly supported the Central Government 
and Chiang Kai-shek. ) 

We Communists accepted KMT terms in 1936_37 to form the United Front 
because the foreign menace of Japan threatened the country. We are, first of 
all, Chinese. The 10 years of inconclusive, mutually destructive civil war had 
to be stopped in order to fight Japan. Even though we had not started the civil 
war, we took the lead in stopping it. Also, the foreign countries recognized the 
KMT and Chiang: they did not support us. But the United Front was not all 
one-sided: The KMT also promised political reforms—which they have not car- 
ried out. 

Our support of Chiang does not mean support of despotism: we support him 
to fight Japan. 

We could not raise this question of recognition before. In a formal sense it 
is still premature. We only ask now that American policy try to induce the 
Kuomintang to reform itself. This would be a first stage. It may be the only 
one necessary : if it is successful there will be no threat of civil war. 

But suppose that the KMT does not reform. Then there must be a second 
stage of American policy. Then this question of American policy toward the 
Communists must be raised. We can risk no conflict with the United States. 

We can ignore the question of the supply of American arms now which can be 
used by the KMT in a future civil war. But must we expect a repetition of past 
history. In the early days of the Republic, the Powers recognized only Peking 
long after it was apparent that the only government that could claim to repre- 
sent the people of China was that in Canton. Nanking was not recognized until 
after the success and completion of the Northern Expedition. Now the internal 
situation in China is changing. The lines are not yet clearly drawn. But a 
somewhat similar situation may develop. Will the United States continue to 
give recognition and support to a government that in effectiveness and lack of 
popular support can only be compared to the old Peking Government? 

(I suggested the diplomatic impossibility of withdrawing recognition from 
a government that had not committed a directly unfriendly act, the obvious 
undesirability of working behind a recognized government to support an 
opposition party, and finally the delicacy of the whole problem of interfer- 
ence in the domestic affairs of another country.) 

America has intervened in every country where her troops and supplies have 
gone. This intervention may not have been intended and may not have been 
direct. But it has been nonetheless real—merely by the presence of that Ameri- 
ean influence. For America to insist that arms be given to all forces who fight 
Japan, which will include the Communists, is not interference. For America to 
give arms only to the Kuomintang will in its effect be interference because it 
will enable the Kuomintang to continue to oppose the will of the people of China. 
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“Interference” (Mao noted his objection to the term because of its having no 
meaning in this situation) to further the true interests of the people of China 
is not interference. It will be welcomed by the great mass of the people of China 
because they want democracy. Only the Kuomintang is against it. 

We do not ask the stopping of all aid to the KMT forces. The effect would 
not be good on the war. The KMT would collapse and the American landing in 
China will be more difficult. 

(CHOU En-lai in a subsequent conversation developed the following 
themes along related lines: (1) The giving of American arms only to the 
KMT is sure to mean civil war; (2) We must not ignore the possibility that 
Japan may try to end the war by a “surrender” to Chiang Kai-shek. This 
will be a trick on the other Allies and will in effect be a compromise based on 
Japan’s desire to keep a weak Kuomintang rather than a strong, unified and 
democratic government in China; (3) The only way to be sure of decisively 
winning the war in China and avoiding civil war is to give arms to both 
Kuomintang and Communists. 

(I raised the question of how American influence could be exerted effec- 
tively, expressing skepticism about “dictation” to Chiang. Mao vigorously 
rejected my suggestion. ) 

Chiang is in a position where he must listen to the United States. Look at 
what happened in Honan, is happening now in Hunan, and shows every sign of 
happening in Kwangsi! Perhaps it will be Yunnan next. Look at the economic 
situation! Chiang is in a corner. 

Chiang is stubborn. But fundamentally he is a gangster. That fact must be 
understood in order to deal with him. We have had to learn it by experience. 
The only way to handle him is to be hardboiled. You must not give way to his 
threats and bullying. Do not let him think you are afraid: then he will press 
his advantage. The United States has handled Chiang very badly. They have 
let him get away with blackmail—for instance, talk of being unable to keep up 
resistance, of having to make peace, his tactics in getting the 500 million dollar 
loan, and now Kung’s mission to the U. 8S. and the plea for cloth. Cloth! Are 
we or are we not fighting the Japanese! Is cloth more important than builets? 
We had no cotton here in the Border region and the KMT blockade kept us from 
getting any from the parts of China that did have it. But we got busy and soon 
we are going to be self-sufficient. It would be 100 times easier for the KMT, and 
if they were a government that had an economic policy they would have done it 
themselves. 

With Chiang you can be friendly only on your own terms. He must give in to 
constant, strong, and unified pressure. Never relax on your objectives: keep 
hammering at him. 

The position of the United States now is entirely different from what it was 
just after Pearl Harbor. There is no longer any need or any reason to cultivate, 
baby, or placate Chiang. The United States can tell Chiang what he should do 
in the interest of the war. American help to Chiang can be made conditional! 
on his meeting American desires. Another way for American influence to be 
exerted is for Americans to talk American ideals. Every American official meet- 
ing any Chinese official, in China or in the United States, can talk democracy. 
Visits like Wallace’s give good opportunities; there should be more of them. 
Kung’s presence in the United States should not be wasted. 

Every American soldier in China should be a walking and talking advertise- 
ment for democracy. He ought to talk it to every Chinese he meets. American 
officers ought to talk it to Chinese officers. After all, we Chinese consider you 
Americans the ideal of democracy. 


(I suggested that the use of our Army as a political propaganda force was 
alien—and that we had nothing corresponding to the Communist Pouitical 
Department to indoctrinate the troops and direct such work.) 


But even if your American soldiers do not actively propagandize, their mere 
presence and contact with Chinese has a good efiect. We welcome them in 
China for this reason. The Kuomintang does not. It wants to segregate them 
and keep them from knowing what conditions really are. How many Ameri- 
can observers do you have now in the front lines? We are happy to take your 
men anywhere. The KMT is worried about the effect of a lot of Americans 
in China. They fear an American landing only second to their fear of Russian 
participation. 

The presence of Americans is good in another negative way. If Americans 
are scattered widely they will have a restraining effect on the Kuomintang. It 
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will be more difficult for the KMT to start trouble. An example is Kunming 
It has become a center of liberal thought and student freedom because the KMT 
doesn’t dare to arrest and throw the students into concentration camps under 
the eyes of so many Americans. Compare this with Sian, where Americans are 
very few and the Secret Police unrestrained. 

Criticism of the Kuomintang in American periodicals is good. Its effect may 
not be immediately apparent. Sometimes it may even seem temporarily to have 
a bad reaction. But if it is fair (the KMT will know if it is) it causes the KMT 
to hesitate and think—because they need American support. 

Finally any contact you Americans have with us Communists is good. Of 
course we are glad to have the Observer Section here because it will help to beat 
Japan. But there is no use in pretending that—up to now at least—the chief 
importance of your coming is its political effect on the Kuomintang 

(I noted his emphasis on American landing in China and suggested that 
the war might be won in other ways and a landing not necessary.) 

We think the Americans must land in China. It depends, of course on Japa 
nese strength and the developments of the war. But the main Japanese strength 
is in the Yangtze valley and North China—not to speak of Manchuria. 

If the Americans do not land in China, it will be most unfortunate for China. 
The Kuomintang will continue as the government—without being able to be the 
government. 

If there is a landing, there will have to be American cooperation with both 
Chinese forces—KMT and Communist. Our forces now surround Hankow. 
Shanghai, Nanking and other large cities. We are the inner ring: The KMT 
is further back. 

If there is to be this cooperation with both Communist and KMT forces, it is 
important that we be allowed to work in separate sectors. The KMT is too 
afraid of us to work with us. Their only concern will be to checkmate us 
When we are in separate sectors, the U. 8S. Army can see the difference: That we 
have popular support and can fight. 

(I questioned whether open civil war was, as he had suggested, inevitable 
if the KMT was not restrained or induced to reform.) 

We can say that civil war is “inevitable but not quite certain.” Subjectively, 
the present KMT leaders are determined on the elimination of the Communists 
They are afraid of us just as, and for the same reasons as, they are afraid of 
the people. Objectively, there are factors—the five mentioned at the beginning 
of the talk—which restrain the KMT. The strongest of these—the Japanese 
will be out of the picture. Another—strong because outside and independent of 
the KMT— is foreign opinion. But it is now unpredictable. The KMT still 
hopes that foreign influence may be on its side. 

The KMT is already busy preparing pretexts for civil war. The more you 
know of us and conditions in our areas, the less value these pretexts will have. 

So the KMT may resort to indirect methods of attack. It will be hard to 
define or set a line to its aggression. 

But if the KMT undoes the progress that has been accomplished in our areas, 
if they take away the new democratic rights of the people, the people will resist 
and will demand our help. 

Another line of KMT action will be through the puppets. The puppets will 
turn back to the KMT—claiming to have been “patriotic” all the time. The 
KMT will then use the puppets to hold the cities and areas from which the 
Japanese withdraw. They will incite the puppets to attack us and to create 
friction. 

(CHOU En-lai carries this line further by suggesting that this may be a 
part of the possible fradulent Japanese surrender to Chiang: The Japanese 
will turn over their arms to the puppets (or the KMT) on the condition 
that the Communists will be liquidated. 

(This may see at first a little far-fetched. The only possible comment 
is that the forces involved in this situation are so complicated and their 
hatreds so intense, that almost anything is possible.) 

The fact is clear, even to the Kuomintang, that China’s political tendency is 
toward us. We hold to the Manifesto of the First Kuomintang Congress. This 
is a truly great and democratic document. Sun Yat-sen was no Communist. 
The Manifesto is still valid. It will not quickly pass out of date. We will hold 
to it even if the KMT should collapse because its general policies are good and 
suited to China. Everything we have done, every article of our program, is 
found in that document. 

Of course, we do not pretend that we are perfect. We still face problems of 
bureaucracy and corruption. But we do face them. And we are beating them. 
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We welcome observation and criticism—by Americans, by the KMT or by any- 
one else. We are constantly criticizing ourselves and revising our policies to- 
ward greater efficiency and effectiveness. 

Our experience proves that the Chinese people understand democracy and 
want it. It does not take long experience or education or “tutelage”. The 
Chinese peasant is not stupid; he is shrewd and like everyone else, concerned 
over his rights and interests. You «an see the difference in our areas—the 
people are alive, interested, friendly. They have a human outlet. They are 
free from deadening repression. 

(I queried his emphasis on the importance of the United States and his 
neglect to consider Russia.) 

Soviet participation either in the Far Eastern War or in China’s post-war 
reconstruction depends entirely on the circumstances of the Soviet Union. The 
Russians have suffered greatiy in the war and will have their hands full with 
their own job of rebuilding. We do not expect Russian help. 

Furthermore, the KMT because of its anti-Communist phobia is anti-Russian. 
Therefore KMT-Soviet cooperation is impossible. And for us to seek it would 
only make the situation in China worse. China is dis-unified enough already! 
In any case Soviet help is not likely even if the KMT wanted it. 

But Russia will not oppose American interests in China if they are construc- 
tive and democratic. There will be no possible point of conflict. Russia only 
wants a friendly and democratic China. Cooperation between America and 
the Chinese Communist Party will be beneficial and satisfactory to all concerned. 

(I jokingly remarked that the name “Communist” might not be reassur- 
ing to some American businessmen. Mao laughed and said that they had 
thought of changing their name but that if people knew them they would 
not be frightened.) 

The policies of the Chinese Communist Party are merely liberal. Our rent 
reduction is from the old 80—-70-60% down to the legal (by unenforced Kuomin- 
tang law) 37%. Even this we only try to accomplish gradually because we 
don’t want to drive away the landlords. Our limit on interest is 10% a year. 
This is not extreme—though it is much lower than it used to be. 

Even the most conservative American businessman can find nothing in our 
program to take exception to. 

China must industrialize. This can be done—in China—only by free enter- 
prise and with the aid of foreign capital. Chinese and American interests are 
correlated and similar. They fit together, economically and politically. We can 
and must work together. 

The United States would find us more cooperative than the Kuomintang. We 
will not be afraid of democratic American influence—we will welcome it. We 
have no silly ideas of taking only Western mechanical techniques. Also we will 
not be interested in monopolistic, bureaucratic capitalism that stifles the eco- 
nomic development of the country and only enriches the officials. We will be 
interested in the most rapid possible development of the country on constructive 
and productive lines. First will be the raising of the living standard of the 
people (see what we have done here with our limited resources). After that 
we can come to the “national defense industry” that Chiang talks of in his 
“China’s Destiny”. We will be interested in the welfare of the Chinese people. 

America does not need to fear that we will not be cooperative. We must 
cooperate and we must have American help. This is why it is so important 
to us Communists to know what you Americans are thinking and planning. We 
cannot risk crossing you—cannot risk any conflict with you. 


ExuisiT No. 316 
[Pp. 142-144, vol. 793] 


TREASURY DEPARTMENT, 
DIVISION OF MONETARY RESEARCH, 
November 10, 1944. 
To: Secretary Morgenthau. 
I think you will be interested in reading this. 
H. D. W. 
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Mr. White, Branch 2058, Room 214% 


TREASURY DEPARTMENT, 
November 10, 1944. 
INTEROFFICE COMMUNICATION 


To: Secretary Morgenthau. 
From: Mr. White. 
Subject: Mao Tse-tung on how to handle the Generalissimo. 

The following is an excerpt from a conversation of Mao Tse-tung with Mr. 
Service of the State Department in which Mao gives us advice on how to handle 
the Generalissimo. 

“Chiang is stubborn. But fundamentally he is a gangster. That fact must 
be understood in order to deal with him. We have had to learn it by experience. 
The only way to handle him is to be hardboiled. You must not give way to 
his threats and bullying. Do not let him think you are afraid: then he will 
press his advantage. The United States has handled Chiang very badly. They 
have let him get away with blackmail—for instance, talk of being unable to 
keep up resistance, of having to make peace, his tactics in getting the 500 million 
dollar loan, and now Kung’s mission to the U. 8, and the plea for cloth. Cloth! 
Are we or are we not fighting the Japanese! Is cloth more important than 
bullets? We had no cotton here in the Border region and the KMT blockade 
kept us from getting any from the parts of China that did have it. But we got 
busy and soon we are going to be self-sufficient. It would be 100 times easier for 
the KMT, and if they were a government that had an economic policy they 
would have done it themselves. 

“With Chiang you can be friendly only on your own terms. He must give in 
to constant, strong and unified pressure. Never relax on your objectives: keep 
hammering at him. 

“The position of the United States now is entirely different from what it was 
just after Pearl Harbor. There is no longer any need or any reason to cultivate, 
baby or placate Chiang. The United States can tell Chiang what he should do— 
in the interest of the war. American help to Chiang can be made conditional on 
his meeting American desires. Another way for American influence to be exerted 
is for Americans to talk American ideals. Every American official meeting any 
Chinese official, in China or in the United States, can talk democracy. Visits 
like Wallace’s give good opportunities; there should be more of them. Kung’s 
presence in the United States should not be wasted.” 

Mr. Service has made a number of reports on his visit to Yenan available to 


Mr. Adler. They are being photostated and the more interesting ones will be 
shortly submitted to you. 


Exuisit No, 317 
[P. 278, vol. 787] 


TREASURY DEPARTMENT, 
DIVISION oF MONETARY RESEAROH, 
October 28, 1944. 
To: Secretary Morgenthau. 


I think you will be interested in reading the bottom of page 3 and page 4 of Mr. 
Friedman's letter. 


H. D. W. 
Mr. White, Branch 2058, Room 21414 


[Pp. 274-277] 


[Declassified : Treas, ltr. 1/20/56] 
Ocroprr 7, 1944. 

My Deak Mr. Wuire: I must begin by apologizing in advance for my typing 
as this is my first effort. It has taken me quite some time to get up enough 
courage to try to learn how to type. I have always bragged about how quickly 
I could learn if I tried and therefore have been most unwilling to try. 

I presume that by the time this reaches you you will have had a chance to 
consider the Chinese suggestion that the Treasury might be requested to take 
steps to help enforce a Chinese decree ordering all Chinese to surrender their 


72723—-_57—pt. 84——_§ 




































































































































































































1916 SCOPE OF SOVIET ACTIVITY IN THE UNITED STATES 


foreign exchange holdings. The ostensible reason for considering such a move 
is that the People’s Political Council suggested it as a means of financing in- 
creased allotments to soldiers. Actually the criticism in the PPC of allowing 
private holdings of foreign exchange is more likely a reflection of resentment 
against the war profiteers who are given opportunities to convert their ill- 
gotten gains into U. S. dollars at very favorable rates, since even the rate on 
missionary drafts is very low as compared with increase in profits and prices 
in recent years. It was probable also a manoeuvre on the part of some to em- 
barrass those Government officials who are thought to have large holdings of 
foreign exchange. Moreover, it may be further complicated by the possibility 
that O. K. Yui, the acting Minister of Finance, wishes to demonstrate that he 
stands in well with the U. S. Treasury. It is being rumored here that Yui is 
being seriously considered by the Generalissimo as the successor to Kung and 
Yui does have very good political connections. He also has the advantage of 
having made a good impression on the PPC. In recent talks with me he has 
taken the line that he wishes to tell all to the Secretary of the Treasury as com- 
pared with his earlier attitude of being reluctant to say or tell anything of real 
significance. He may, of course, be acting under instructions from Kung, but 
I have no way of knowing. 

I presume that we would be reluctant at this critical stage in China’s political 
history to give the present Government, without any quid pro quo, the addi- 
tional strength and prestige which might result from our active support to 
their commandeering the foreign exchange resources of private Chinese. 

The atmosphere in Chungking these days is full of rumors of coalition Govern- 
ment, of which the rumors about Yui are merely a part. One rumor has it that 
Hsu Kan, the present minister of Food who coolly informed the PPC that no 
good people entered his Ministry, is also being considered as a possible successor 
to Kung. It is also rumored that the Minister of Education, Chen Li-fu, and 
the Minister of War, General Ho, are slated to be replaced, the latter by General 
Chen Cheng, who is now in command of the war area centering in Sian. General 
Chen is one of the most highly regarded of the Centra! Government generals, if 
not the most highly regarded of them all. He is said to be a bitter enemy of 
General Ho. 

At the same time, there are stories to the effect that the Generalissimo in an 
address to party members last Monday denounced all talk of coalition government 
on the grounds that a coalition with the Communists was impossible. It is 
reported that Sun Fo has been urging the Generalissimo to accede to Com- 
munist inclusion in the government on the grounds that the Kuomintang now 
would have the superior position, but that this relative position was undergoing 
change as the Communists continued to gain prestige and the Kuomintang to 
lose it. 

In connection with this highly complicated political situation, the activities of 
Congressman Judd were particularly interesting. He has been going around 
being more of an apologist for the Government than the Government spokesmen 
themselves dare to be these days. Last Thursday a dinner was given for him 
by the Chinese-American Cultural Institute, to which I was invited. Among the 
Chinese present were Chen Li-fu, General Ho, Sun Fo, P. H. Chang, official 
Government spokesman, and General P. 8S. Wang, Jap expert to the Generalissimo. 
It started dull, but by the time Judd had finished speaking, there was an air of 
astonishment and delight. There were only four foreigners, including myself, 
present. After the dinner, Mac Fisher and myself (Fisher is head of OWI out 
here) decided it would be a good idea to make notes on what Judd said. We only 
put down what we both agreed was said and therefore it represents a minimum. 
I am enclosing copy of the notes as we made them without any editing. In 
reading them, it is of interest that Judd had just returned from an interview 
with the Generalissimo and that he had previously told Fisher that he had seen 
a lengthy memo telling how the wave of criticism of the Chinese Government had 
originated with the U. 8. Army in China. If the Generalissimo already has de- 
cided that all major political decisions here must await the outcome of the elec- 
tions in November, this sort of speech would have convinced him and his advisors 
of the wisdom of such move. No one was present from the Embassy (the Am- 
bassador was invited, but had a previous engagement) so I reported it to the 
Ambassador who seemed quite disturbed. I believe he passed it on to State. 

At this dinner I sat next to General P. S. Wang, one of the Generalissimo’s 
principal advisors on Jap affairs who has a mixed reputation for accuracy and 
sagacity.. He told me the following interesting story, asking that it be kept 


? He is a member of a Fascist clique and favors a soft peace for Japan. S. A. 
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secret and saying that he had transmitted it to the U. 8S. Army headquarters the 
previous evening. The Japanese have decided to risk their fleet in defense of 
the Philippines. Admiral Nomura, a submarine expert, has gone to Formosa to 
get ready for the attack in which the Japanese hope their subs will play a large 
part. This attack may only be a matter of a few days off. If the Japanese lose 
this naval battle, they will realize that the war is lost and it will result in a new 
political crisis in Japan even if the war against Germany is going on. The 
Japanese army will not be able to continue resistance on the Pacific Islands or 
in China after this naval defeat and they fully realize this. The United States 
should do all possible to apply direct pressure on the Japanese Homeland; all 
other areas are of comparatively minor importance in achieving quick victory. 
Japan may be defeated in this way before Germany. I don’t know to what extent 
or degree this story can be believed in view of the uncertain reliability of the 
source, but it is interesting that this is not the regular government line on Japan. 
The Government’s position seems to be that China is vital to the defeat of Japan 
and that more and more of the American effort shouid be directed to alleviating 
the situation here. On October 6, the Ta Kung Pao formally called for the open- 
ing of a “second front” in China by U. S. and Great Britain. 
the opening gun in a full-scale campaign. 

I am enclosing a letter for Sol which contains some things you may find of 
interest. Please give my best regards to the Division. 

Yours sincerely, 


I presume this is 


IRVING (signed). 


P. S.—Do you think this typing would qualify me for the post of Mrs. Shana- 
han’s third assistant. I’m afraid I know the answer. 


[Pp. 278-280, vol. 787] 
NorEs ON SPEECH BY WALTER H. Jupp at CHINESE-AMERICAN INSTITUTE OF 
CULTURAL RELATIONS, OcToBER 5, 1944 


First, autobiographical note on his experiences and background in China and 
then in America where he tried to awaken the American people to what was hap- 
pening in the Pacific before Pearl Harbor. Then dwelt on over-optimistic view 
of everything Chinese which prevailed in the U. S. after Pearl Harbor and was 
further heightened by Madame Chiang’s appearance (tear-jerking) in Congress. 
Mentioned George Fitch as another who tried to awaken American people. 

Then beginning about last March, all over the country, simultaneously, as if 
at the click of an electric switch, there began to appear criticism—attacks and 
criticisms of the Central Government. (Clear implication if not direct statement 
was that Communists in America clicked switch.) One Sunday morning Earl 
Browder purchased full-page paid advertisement in newspapers all over the 
country (mentioned N. Y. Times, a Washington paper, a San Francisco paper). 
The point in the ads was that the U. 8S. must compel the Central Government to 
come to terms with the Chinese Communists. 

Judd then elaborated briefly on the points of criticisms—aid to China goes to 
warlords to be retained for the civil war which is to be the real war for China, 
not the war against Japan; lack of democracy in China, lack of unity. 

Speaker then proceeded to defend China against these criticisms. Said that 
England would have been lost by now if she hadn’t had much more aid than 
China—also Russia. (Hear! Hear!) Told the story of what a tough time China 
had had, how much she'd suffered, how much progress she’d made nevertheless. 
Touching on democracy, said that while Britain was regarded as one of the 
oldest and most experienced democracies, she had not had an election in nine 
years. That America, which had had an election every four years for 168 years, 
was having difficulties now and that many Americans said they wished we did 
not have to hold one at this time. When we compare these two countries with 
China, what right has America, who has not had even a city bombed—not been 
touched by the war—and England, who has not been invaded—what right had 
they to insist that China hold an election now in the midst of all she is going 
through? “It is absurd to expect that China could or should institute democracy 
now, in this situation.” (Here the only applause during the speech, led off by 
enthusiastic Minister Chen Li-fu.) 

Touching on unity in China, he said that the degree of unity was all that could 
be expected. That it was more than England and Russia would have had if 
they had not received more aid than China. And if America had undergone 
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what China has, he would be surprised and grateful if she had maintained as 
much unity as China. 

Emphasized that the Executive Branch of the Government cannot make bind- 
ing commitments without the support of Congress, therefore he came out here 
to get information and help get American foreign policy off a partisan basis and 
onto a nonpartisan basis. Deplored alternating democratic and Republican 
foreign policies which contradict each other. 

(When he mentioned that the original source of the criticism in America had 
been with thee Communists, there was considerable note taking ; one man trans- 
lated this immediately and handed to Ho Ying-chin who nodded and smiled like 
a cat full of canaries. Considerable nodding of heads and rapt attention when 
drift of whole speech became clear. Following the breakup of the meeting Ho 
Ying-chin and Chen Li-fu invited him into a separate room, apparently to 
continue conversation.) (Both Kuomintang leaders favor civil war. S. A.) 

Repeatedly stated that the United States had helped Japan in her war against 
China. 

Clearly stated that Chinese self-criticism made a good impression in the United 
States but that he completely sympathized with Chinese objection to criticism 
by foreigners. 


Exureir No. 318 
[Pp. 262-264, vol. 801] 


TREASURY DEPARTMENT, 
December 8, 1944. 
INTEROFFICE COMMUNICATION 


To: Secretary Morgenthau. 
From: Mr. White. 
I am appending memoranda prepared by Friedman who has just returned 
from China, submitting oral messages sent to you from— 
1. General Hurley. 
2. Dr. T. V. Soong, together with letter. 
8. Dr. Sun Fo, son of Dr. Sun Yat-sen and President of the Legislative 
Yuan. 
4. Chou Bn-lai, second man in the Chinese Communist Party. 
5. General Wedemeyer, who has replaced General Stilwell as Command- 
ing General of the Chinese Theater. 
6. Madame Sun Yat-sen. 
I think that you would be interested in talking to Friedman personally about 
the current Chinese situation. 


GENERAL HURLEY’s MESSAGE TO SECRETARY MORGENTHAU 


The following message for the Secretary was obtained orally in interview with 
General Hurley on November 15, 1944. 

General Hurley said that he had been given a threefold mission in Chungking 
by the President: (a) to maintain the present government and work through 
the Generalissimo; (b) to keep China in the war; and (c) to unify the Chinese 
Army for a more effective war effort. 

He feels that the Chungking Government consists of people who are “tradition- 
alists” in that they take the position that the Japanese, even if they do win, will, 
like other conquerors in the past, lose in the end because they will be absorbed 
into the Chinese society. Moreover, they ave interested only in preserving their 
own position. They claim, he said, to be prodemocratic and to favor the intro- 
duction of democratic processes. Actually, they are fascist and favor dictator- 
ship and refuse to make concessions te achieve unity. As for their attitude on 
the United States, they regard the U. 8. taxpayer as a “sucker” and despite the 
difference in situation, speak of deserving aid in the magnitudes given to Great 
Britain and to Russia. 

As for the Communists, in his opinion, they are “the only real democrats in 
China” and favor multiparty government. He then cited his much repeated 
statement that in his discussions with Molotov in Russia, Molotov had made 
the point that the Chinese Communists were not real Communists and that, in 
reality, they were equivalent to the farmer-labor group in the mid-West. He 
said that the Americans did not understand the Chinese Communists and for 
what they really stood. 
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The Communists, General Hurley said, had done a better job of organizing 
for war than had been done by the Chungking Government. They favor the 
unification of China and the Chinese armies and had “offered a fine, liberal 
program to achieve unity.” The Communists, he was sure, did not get Russian 
support. 

With regard to the current negotiations on Communist-Kuomintang relations, 
General Hurley said that the Communists were fully prepared to cooperate in 
achieving a settlement and he already had their adherence to his proposals. 
He now needed the agreement of the Kuomintang group which had been ap- 
pointed by the Generalissimo to handle the negotiations, in which T. V. Soong 
is the main figure. With regard to Soong, he felt that he was a “crook” but that 
didn’t disturb him since he felt that in the environment of China wherein there 
was no such things as the Golden Rule, the Ten Commandments, Bill of Rights, 
Declaration of Independence, it was not surprising to find that their leading 
politicians were crooks. 

He said that he expected to achieve the desired unity in a month or so or else 
he was “greatly mistaken” since he already had the Communists on our side 
and expected the others would come along. 

With regard to the removal of General Stilwell and Ambassador Gauss, he 
said that they had had a “static” approach to the China problem; out of sheer 
disgust they favored “pulling the plug and allowing the show to go down the 
drain.” This was not his mission. 

We also discussed the financial negotiations going on in Washington and he 
said that he fully approved of the position being taken by the Secretary. 

He concluded by sending his best regards to the Secretary and emphasizing 
that he felt the political situation in China would be considerably improved in 
the very near future. 


—————— 
[P. 265, vol. 801] 


MESSAGE From Dr. T. V. SoonNG TO SECRETARY MorGeNTHAU 


At a private lunch with Dr. Soong on November 8th, Dr. Soong asked that the 
following message be relayed orally to the Secretary, together with letter which 
is being attached hereto. 

He said that the situation in China was “mending” and that there would 
soon be many major changes and reforms in the military and economic situation 
and in the political relations with the Communists. He said that he was not 
worried about the situation but rather was “serene” because the “bottleneck” 
had finally been passed. He was also expecting an improvement in the relations 
with Russia. He said that future world peace depended on ability to get along 
with Russia. 

Until now the situation in China had been bad. Changes necessary for 
improvement had been held up by the nonremoval of General Stilwell. He had 
urged Stilwell’s removal a year ago and said that it had been the reason for 
his returning to China in October 1943. President Roosevelt had displayed great 
courage in removing General Stilwell on the eve of the election. 

He said that the present relations between the Generalissimo and General 
Wedemeyer were very good and that they were having daily informal confer- 
ences unlike in the case of General Stilwell. Stilwell and the Generalissimo had 
seen each other infrequently and on a formal basis. 

He emphasized the fact that China and the United States had need for each 
other, particularly in the postwar period. He said that the United States had 
need for a strong united democratic China. He expressed cynicism about the 
talk of China being treated as one of the Big Four powers and said that in a 
way such talk was insulting since China’s position would depend upon her 
internal strength and that: external aid was necessarily of minor importance 
except in the short run. Thus, there is no necessity for any one to say that 
Russia was one of the Big Four because obviously she is, while in the case of 
China it is a matter of potentialities and China would be one of the Big Four 
if necessary internal developments took place. 

He concluded by sending his best regards to the Secretary and said that he 
was looking forward to seeing him. He hoped to be in the United States within 
two or three months, 












































































































































































































1920 SCOPE OF SOVIET ACTIVITY IN THE UNITED STATES 








Pp. 267-269, vol. 801] 


MessaGeE From Dr. Sun Fo To SEcRETARY MorGENTHAU 


The following conversation was held with Dr. Sun Fo on or about October 31st. 
Dr. Sun Fo is the son of Dr. Sun Yat-sen and the President of the Legislative 
Yuan. 

It reflects his reaction to the recall of General Stilwell and Ambassador Gauss. 
The Ambassador’s recall had not yet been announced but was known to such well- 
informed Chineses as Dr. Sun Fo. Dr. Sun Fo said that he was glad to send the 
following message orally to the Secretary and that he was sure that it would be 
kept completely secret since the consequences of any publicity would be very 
drastic. 

Dr. Sun was very pessimistic about the situation in China. He said that Free 
China was undergoing a wave of reaction which was stifling even the small 
amount of political freedom which had come into being during the period of ‘the 
Peoples’ Political Council meeting in September. Thus, tthe meetings which 
had been called by the Democratic League to discuss constitutional reforms were 
no longer being held since it was now necessary to receive prior police permission 
to hold all meetings. This meant that all meetings were attended by spies of 
the government and, as a result, people were afraid to attend. Moreover, all 
talk of coalition government was forbidden and nothing could be said about it 
in the press. 

The Generalissimo was in a more recalcitrant mood than ever and was 
feeling in a very strong position because he had been able to force the removal 
of General Stilwell. The Generalissimo now felt that he had nothing to fear 
from American pressure and that he need not live up to prior commitments on 
political reform. 

The Generalissimo favored a military solution to the Communist-Kuomintang 
conflict rather than a political one. Thus, only the day before, Dr. Sun had been 
told by a General in command of the Kwangtung area that he had. discussed 
with the Generalissimo the problem of what to do about the Communists in 
Kwangtung. The Generalissimo had replied that the General should use his 
troops to attack and wipe out the Communists and the Generalissimo had not 
been swerved in his attitude on this problem by having the point made to him 
that this would mean cessation of resistance against the Japanese in this area. 
In the opinion of Dr. Sun, such a policy was suicidal for the Kuomintang and 
the Chungking Government. 

The Chinese Communists were spreading into the area which were being lost 
by the Chungking Government and already were very influential in the South- 
eastern provinces. Within a short period of time—within six months—the 
Communists would be relatively so strong that they could completely ignore 
the wishes and desires of the Chungking Government. The Communists knew 
this but because of their eagerness to prosecute the anti-Japanese war they were 
willing to enter into a coalition government at the present time which would 
preserve the Generalissimo as the head of state and keep the Kuomintang 
as a major political party in China. 

Unless a coalition government was formed China in the post-war period would 
be Communist-dominated. On the other hand, if a coalition government was 
formed it could be expected that post-war China would develop along democratic 
lines similar to the United States. It all depended upon the willingness of the 
Generalissimo to make the necessary change but since the small group closest to 
him such as Ho Ying-chin recognized that coalition government meant the end 
of their influence, they were bitterly opposed to it and were consistently advising 
the Generalissimo against it and the Generalissimo was now following their 
advice. 

In the opinion of Dr. Sun the removal of Stilwell and Ambassador Gauss were 
great blows to the cause of Chinese unity and considerably diminished the pos- 
sibilities of needed political reform. He expressed sympathy with the Commnu- 
nists unwillingness to hand over their armies to the control of the Chungking 
Government until necessary democratic reforms had taken place since this would 
end the hope of democratic reform, as the Communists and their armies were the 
chief forces making for democratic reform in China. 

At present, the influence of such liberals as himself was practically non-existent, 
and their future was extremely uncertain. It was extremely important that the 
American Government continue its policy of pushing for democratic reforms, 


national unity, reorganization of the Chinese armies, and activization of the 
Chinese armies. 
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The formation of a truly coalition government, he said, was essential for 
Chinese morale. At present, nobody wanted to fight the Japanese if it meant 
fighting for the corrupt Government in Chungking. The students, for example, 
were refusing to volunteer on these grounds. A coulition government would 
change this drastically and immediately. It would mean the revitalization 
of the Chinese war effort. 





[Pp. 270-272, vol. 801] 


INTERVIEW WITH GENERAL CHOU BPN-LAI AND HIS MESSAGE TO SECRETARY 
MORGENTHAU 


On the evening of November 13 I received an invitation to have a private 
discussion with General Chou En-lai the following morning at 9:00 o’clock. 
General Chou is one of the three principal leaders of the Chinese Communists. 
General Chou En-lai had come down to Chungking from Yenan about two or 
three days before at the request and under the protection of General Hurley. 
His presence in Chungking was still a top military secret and the invitation to 
myself to see him was the first extended to any civilian representative of the 
American Government in Chungking. (I don’t know if any others received invita- 
tions since I left Chungking soon after.) It undoubtedly reflected the fact that 
in the opinion of the Chinese Communists, as in the opinion of other Chinese, 
the Secretary is the No. 2 man in the American Government and the Chinese 
Communists, like the other Chinese, are eager to have his good will. 

In addition to Chou En-lai and myself there were present his interpreter and 
ene of the Communist officials in Chungking (Wang Ping-nan) who left soon 
after the conversation began. Despite the presence of an interpreter, however, 
the conversation was carried on in English between General Chou and myself. It 
was made clear to General Chou that what he would say would be transmitted to 
the Secretary and General Chou said that he understood this perfectly and 
would be glad if it was. 

We first talked about the economic and financial situation in the Northwest; 
the economic policies of the Yenan Government and the possibility of economic 
and financial reorganization of the areas under the Chungking Government. 
Then we discussed the political situation. However, because of the greater 
immediate interest in the political statements made by General Chou, that part 
of the conversation is herewith given first. 

With regard to the political situation, General Chou said that the purpose of 
his trip to Chungking was to help bring about the unification of China on the 
terms laid down in his October 10th speech, copy of which, together with some 
other material he gave me at this point. He said that the Communists were in 
favor of the prosecution of the anti-Japanese war but that they would not 
swerve from the basis which was laid down in his October 10th speech. They 
had waited eight years since the Sian Incident for the necessary democratic 
reorganization of the Chinese Government and they now felt that the objective 
situation made possible major changes within the year. (He refused to be 
pinned down as to whether within the year meant in 1944 or within the next 
twelve months.) He felt that with the aid of “our American friends” unity 
would come sooner. If his mission was successful, he would return to Yenan 
but only temporarily; if his mission was not successful he would return to 
Yenan permanently. 

However, he said, if the present Government remained “unreconstructed” 
the Government in Yenan, as the representatives of 90 million people or more 
would have to ask for separate representation with regard to such things as 
international conferences, ete. Of course, the Yenan Government favored inter- 
national cooperation in the financial field as well as in the political. He con- 
cluded by extending the invitation of his Government to the Treasury repre- 
sentative in Chungking to come te Yenan for personal investigation of the 
situation there. 

Throughout the conversation Chou En-lai spoke in the tenor of a responsible 
government official and never indicated any doubts that his party would be 
part of the ruling group of China in the years to come. 

With regard to the economic and financial situation, Chou stressed the need 
in the Northwest for foreign technical assistance capital and machinery. He 
emphasized the fact that the guerrilla areas receive no outside help except 
what they were able to capture from the Japanese. 
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Production in Northwest China, he said, could be increased immediately with 
a comparatively small amount of foreign equipment. 

With regard to the possibility of permanent economic development of the 
Northwest areas, he said he thought there was a basis for development of 
certain industries such as salt, chemicals, and cotton. 

The possibility of the application of the small-unit type of production being 
used in the Northwest to the large cities in North and Eastern China was 
discussed. General Chou said that the economic reorganization of these cities 
after their liberation would necessitate a change in economic techniques. Small 
units would be used in the countryside but large-scale production used in the 
cities. 

The question was raised as to the possibilities of increasing production in 
Free China. He said that in his opinion, if his Government had the power 
and authority to make the necessary changes, production could be markedly 
increased in six months. What was basically needed was a democratic re- 
organization of the Government and of the existing bureaucracy. 

With the end of the blockade, the Northwest, he said, could actually provide 
the other parts of Free China with such things as woolen cloth, thereby allevi- 
ating the grave economic situation in these areas. The fundamental approach 
to China’s economic problems was to increase production and improve trans- 
portation. 

With regard to China’s postwar position, her greatest economic need would 
be for foreign capital. In this connection, he said that the Communists were 
prepared to permit foreign ownership of Chinese industries, etc., under Chinese 
laws and that their plans called for the existence of three types of ownership: 
(a) national, (b) private owned Chinese, and (c) foreign owned. He said 
that they recognized the need for peace and security to attract foreign capital 
and that this would be achieved by the democratic reform of China which would 
end the fear of civil war. He stressed the fact that China needs a long period 
of internal and external peace. Moreover, China had to participate in inter- 
national economic and financial organizations if she was to overcome her 
present backward state. 

He ended the discussion of the economic situation by stressing the point that 
the Chinese Communists did not feel that the socialization of industry was the 
proper form of economy for China and that China’s industrialization would 
take place within the framework of capitalist economy. 





[P. 278, vol. 801] 
INTERVIEW WITH GENERAL WEDEMEYER 


General Wedemeyer replaced General Stilwell as the Commanding General 
of the China Theater. 

I called on General Wedemeyer on November 14th to tell him that I was 
returning to the States and that Mr. Adler was returning to Chungking. 

We discussed the financial negotiations and he said that he favored a firm 
attitude in negotiations. He did not fear the effects of such a firm attitude 
even if it resulted in an attempt to blackmail us by refusal to advance funds. 
If this happened, he would refer the matter to the President. I informed him 
that the Treasury’s attitude had always been to be as fair as possible to the 
Chinese, but always to refuse to be blackmaiied. 

General Wedemeyer said that he was looking forward to Mr. Adler’s coming 
and would consult with him on all financial matters and wonld be glad, as in 
the case of myself, to receive suggestions and advice on all matters relating to 
the financial aspect of the U. 8. Army’s activities in China. 

With regard to the military situation, he said that the sitnation was deterior- 
ating but it was not hopeless and that he had not given up hope of having 
China make an important contribution to the winning of the war. 





([P. 274, vol. 801] 
INTERVIEW WiTH MapaMeE Sun Yat-Sen 


Madame Sun was very pessimistic about the political situation in China. 
She felt that it all hinged on the willingness of the Generalissimo to change his 
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position and she did not see any great likelihood of that. She tended to de- 
precate the American role in bringing about a solution of the Communist- 
Kuomintang problem and indicated that she didn’t think we were prepared to 
go beyond exchanging cables between Chungking and Washington. She clearly 
indicated that she felt that the Chungking Government was not interested in 
fighting the war and because of that would not be interested in a coalition govern- 
ment with the Communists who were interested in fighting the war. (At the 
time she gave no indication of knowing about the impending cabinet changes.) 
She scoffed at the idea that China’s military defeats were due to lack of 
American aid and said that the Chungking Governemnt was not interested in 
using the military equipment it received against the Japanese. 

Because of the presence of an outside party (social caller who did not have 
enough sense to excuse himself and leave), I did not ask any questions. I 
was later told that Madame Sun had expressed regret at our not having had a 
completely private talk. 


ExHisir No, 319 
LP. 103, vol. 782] 


TREASURY DEPARTMENT, 
Division or MoNetTARY RESEARCH, 
October 16, 19 4 5. 
‘To: Seeretary Morgenthau. 
From: Mr. White 
Subject: Reports of the American Military Mission to Yenan. 


The actual texts of reports of the American Military Mission to Yenan are not 
available to us. However, the War and State Departments allowed Mr. Adler to 
read these reports and make copious notes on them. The attached memoranda 
are based on these notes. 

[Pp. 104-108, vol. 782] 


TREASURY DEPARTMENT, 
October 12, 1944. 
INTEROFFICE COMMUNICATION 
To: Mr. White. 
From: Mr. Adler 
Subject: Highlights of American Military Mission reports from Yenan. 


1. The general impression made on the Mission was extremely favorable, 
particularly by contrast with Chungking. The typical comment of American 
Army men was “a different country, a different people” and that Yenan was 
“the most modern place in China.” There was no show and formality, no sub- 
servience to leaders, no bodyguard, no gendarmes and no claptrap. While living 
is simple, there are no beggers and no signs of desperate poverty. Morale is 
very high, and the Mission reacted most favorably to the fact that the Com- 
munists never explicity asked for any kind of assistance—a marked contrast 
with usual Chinese official behavior. 

2. The following are the conclusions of Chungking G—2 on the first reports 
from Yenan: 

The head of Army Intelligence in Chungking in transmitting the reports of 
Colonel Barrett’s mission states that the following conclusions are justified: 

(a) For 7 years the Communists have engaged a large proportion of the 
Japanese forces in China. 

(b) For 7 years the Communists have succesfully defended large areas in 
North China against determined and well organized large scale Japanese attacks. 

(c) Since 1941 they have supplied themselves entirely by arms and munitions 
either captured from the Japanese or puppet troops or produced by their own 
unaided efforts. 

(d) They have effected improvements in the conditions of the people in large 
parts of the areas under their control. The population of the areas under their 
contrel is not less than 50 million. (The New Herald Tribune correspondent 
gave the figure of 86 million.) 

3. The Communists have successfully resisted the Japanese for 7 years. 

(a) This resistance, conducted with no active support from Chungking for a 
period of from 4 to 6 years and of active hostility from Chungking in the form 
of a tight economic blockade and intermittent military attacks and sniping for at 
least 4 years, necessarily takes the form primarily of guerrilla activities although 





















































1924 SCOPE OF SOVIET ACTIVITY IN THE UNITED STATES 


there have also been many larger scale operations, particularly against puppet 
troops. Such resistance is based on an intimate alliance if not fusion on the 
political, economic, military and social level between the Communist troops and 
the people. 

(b) The Communists have at least 240,000 first line troops and 130,000 second 
line troops who are comparatively well-trained, plus almost 2 million militia 
who have undergone some form of guerrilla training, but they are very short 
on equipment and munitions. There is barely one rifle per two men even for 
the first and second line troops, and men with rifies rarely have more than 30 
cartridges. Most of the weapons in the possession of the Communists were 
captured from the Japanese or puppets. 

(c) The Communist armies’ strong points are their intimate ties with the 
people, their high mobility and the centralization of their command. Their 
weak points are their lack of equipment, particularly munitions, communications 
equipment and medicines, lack of specialized troops, and lack of uniformity. 
The center of activity of the largest army is in North China. The New 4th 
Army operates in Central China and there are a few thousand Communist 
guerrillas as far South as Kwangtung and Hainan. 

(d) The extent of Communist military activity is best indicated by the fact 
that 21 Japanese divisions are engaged against them and by the following figures 
for the last year on which data are available. The 8th Group and New 4th 
Armies (i. e., the 470,000 first and second line troops) had 28,000 engagements 
in which 200,000 Japanese and puppets were killed [of which about a third were 
Japs—our Mission believes the number of Japs killed is somewhat exaggerated} 
and 73,000 taken prisoner, and in which 85,000 rifles and 1,000 machine guns were 
captured. Communist losses were 19,000 dead and 27,000 wounded. The tech- 
nical operations of the Communists consist of minor engagements, the main 
purpose of which is also to prevent small Japanese forces from looting food, 
larger engagements with puppet troops and attacks on isolated forts and garri- 
sons held by the Japanese, defensive operations on a still broader scale chiefly 
to protect key centers of food supply, and offensive operations for the purpose 
of expanding guerrilla areas into firmly held base areas. 

4. The Communists are anzious to cooperate with us militarily in whatever 
way they can. They are not only ready to supply us with intelligence on enemy- 
occupied areas and to extend facilities for air rescue work, for weather report- 
ing, and interrogation of Japanese prisoners, but also to coordinate their military 
effort with an Allied offensive by cutting the Japanese North-South Railroads 
and by undertaking to expel the Japanese from Manchuria if sufficiently strong. 
They would prefer to take orders from an Allied High Command in China rather 
than from the Kuomintang, which they say is bankrupt and not interested in 
fighting the Japanese. They were asked for a statement of their military needs 
but were informed that no commitments could be made by us; at the same time 
they went out of their way to avoid asking us specifically for any assistance. 
The Communists appear to believe that large land operations in North China 
and Manchuria wil be necessary for the final defeat of Japan. 

While there is nothing specific on this point in the reports of our Mission or 
the comments of Headquarters in Chungking, it would appear that our Mission 
is well disposed to the idea of cooperating with the Communists even to the 
extent of flying in a minimum of essential supplies such as munitions, bazookas, 
and medicine. (I understand that our Army in China has asked the General- 
issimo for his agreement to our sending such supplies to Yenan but that his 
agreement was not forthcoming. ) 

5. The Communist political program is moderate in the sphere both of domes- 
tic and foreign policy. According to the political expert of the American Military 
Mission the Chinese Communist party “has a healthy moderate maturity” and 
“it is strong and successful and has such drive behind it and has tied itself so 
closely to the people that it will not easily be killed.” “Their interests do not run 
counter to those of the United States in the foreseeable future and merit a sym- 
pathtic and friendly attitude on our part.” 

Their domestic goal is what they call New Democracy, which includes defeat- 
ing the Japanese, the institution and extension of internal democracy, and rais- 
ing the standard of living by solving the agrarian problem and encouraging the 
growth of progressive capitalism in China. Mao Tse-tung indicated the Com- 
munists supported proper treatment of capital both Chinese and foreign after 
the war and as much free trade as possible. Concessions have been made to 
landlords in Communist areas; one of the objectives of Communist policy in 
this sphere was to reduce profits from the investments of capital in land in such 
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a way as to encourage landlords to invest surplus capital in industrial projects 

With respect to racial minorities within China the Communists favor giving 
them a considerable degree of autonomy within a United States of China. They 
wish to apply such a policy to the Mongols of Outer and Inner Mongolia, the 
Tibetans and Chinese Mohamedans of the Northwest. 

In the sphere of foreign policy. the Communists favor China’s adherence to the 
foreign policies already agreed upon by the United Nations in such documents 
as the Atlantic Charter and the Moscow and Teheran Declarations. They be- 
lieve it is unrealistic to talk of the ultimate fate of Hong Kong as long as the 
Japanese are in China. With respect to the peace, they say that Japanese in- 
ternal affairs must be solved by the Japanese people, although militarism and 
feudalism should be wiped out in the period immediately following on Japanese 
defeat. Democracy, they add, cannot be instituted in Japan as long as feudalism 
survives. They feel that the colonial countries of the Far Bast should have self 
rule. They deny having received any material support from the Russians. There 
would appear to be some division of opinion among them as to whether the Rus- 
sians would come into the Far Eastern War or not. 

6. Kuomintang—Communist relations. The Communists are pesimistic about 
the seriousness of Kuomintang intentions to bring about a settlement of out- 
standing Kuomintang—Communist issues. They claim that the Kuomintang is 
stalling and is putting on a show of negotiating for the benefit of public opinion 
both at home and abroad. The Kuomintang objective is to liquidate the Com- 
munists in a summary fashion immediately after the end of the war. [In this 
connection it is interesting to note that Mao Tse-tung, the leader of the Chinese 
Communist Party, raised the possibility of the opening of an American consulate 
in Yenan, stating that the danger of the Kuomintang attack on the Communists 
would be greatest at the end of the war and implying that the presence of an 
American Government official in Yenan would prevent such a clash. Mr. Gauss, 
our Ambassador in Chungking, feels that the National Government would never 
agree to our opening a consulate in Yenan.] One Communist leader went so far 
as to say that if a turn for the better did not occur before the end of the year 
the situation might become hopeless. They recognize that American press 
criticism has played a constructive role in preventing the situation from becom 
ing worse. Chou En lai asserted that American Government officials’ conversa- 
tions with high Chinese officials had been and could be even more effective in 
this respect. He mentioned Wallace’s visit and alluded to Kung’s presence in 
America, with reference to which he specifically stated that Kung was more 
pliable and amenable than T. V. Soong. Communist leaders do not expect Chung- 
king to collapse before the end of the war The Communists attitude toward 
the Kuomintang appears on the whole to be fairly conciliatory Mao said that if 
attacked they would retreat, but when the point to which they could retreat no 
farther was reached they would fight, adding that if civil war broke out it would 
be protracted 

While the Communists attitude toward the Kuomintang is conciliatory, it is 
also firm. They realize that they are growing stronger and that the Kuomintang 
is growing weaker. At the same time they certainly do not want to provoke 
hostilities and would like to avert them if at all possible on terms which would 
not make them prisoners of the Generalissimo. 

It is interesting to note that the Communist military leaders were sharper 
and more bitter in their criticisms of the Kuomintang than were the Communists 
civilian leaders. However, it is the latter who have the last word. While the 
former were very cynical in their comments on the Generalissimo and his im- 
mediate entourage (Chou En-lai referred to Shang Chen, the head of the Chi 
nese Military Mission to the United States, as “empty headed”: he also pourea 
ridicule on the Kuomintang plans to de-mobilize, asking when it had ever mobil- 
ized.) The latter go out of their way to recognize the National Government and 
the Generalissimo as the head of the National Government. Mao stated that what 
they wanted was recognition of the Border Area governments as lower organs 
of the National Government. 

7. The economic situation in Communist China is much better than in Kuomin- 
tang China. An effective program for increasing production is being enforced 
and economic self-sufficiency has been attained with a consequent raising of 
living standards. Labor, including soldiers, students, and members of the Govern- 
ment and Party bureaucracy, is efficiently mobilized for agricultural and indus- 
trial production. The cultivation of cotton and the production of certain 
essentials such as soap and matches have been instituted for the first time in 
many areas. 
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The number of cooperatives, including productive and distributive coopera- 
tives, has increased phenomenally. Private productive enterprise is encouraged 
by liberal Government credits. Owing to their measures for increasing produc- 
tion and their effective controls, inflation has not had serious effects on either 
the functioning of economy or on the living standards of the people. In fact, 
living standards have risen in areas which were previously among some of the 
poorest and most backward in China. Diet and health have improved, with 
wheat replacing millet as the staple. 





{Pp. 108-118, vol. 782] 


TREASURY DEPARTMENT, 
October 12, 1944. 
INTEROFFICE COMMUNICATION 
To: Mr. White. 
From: Mr. Adler. 
Subject: Summary of Reports of American Military Mission to Yenan. 


(Colonel Barrett is the author of the military reports and Mr. Service of the 
political reports. I know them both well. Colonel Barrett has spent many 
years in China and was Military Attaché until 1942. He is a sound and 
level-headed man. Mr. Service, who was born in China, has the well-earned 
reputation of being the best-informed American on internal Chinese politics; 
he is a member of the Foreign Service and is now atached as a political adviser 
to General Stilwell’s staff. Both speak and read Chinese with fluency and 
facility. ) 

A. MILITARY REPORTS 


I. Conclusions: The head of G—2 in Chungking in transmitting the reports of 
Colonel Barrett’s Mission states that the following conclusions are justified: 

(a) For 7 years the Communists have engaged a large proportion of the 
Japanese forces in China. 

(b) For 7 years the Communists have successfully defended large areas in 
North China against determined and well-organized large-scale Japanese 
attacks. 

(c) Since 1941 they have supplied themselves entirely by arms and munitions 
either captured from the Japanese or puppet troops or produced by their own 
unaided efforts. 

(d) They have effected improvements in the conditions of the people in large 
parts of the areas under their control. 

Il. The first military report was enthusiastic over the cooperation and sin- 
cere friendliness extended to the American Military Mission by the Yenan mili- 
tary and civilian officials. The Communists had been informed by General 
Ho Ying-chin that the purpose of the American Military Mission was to obtain 
intelligence on enemy occupied areas and to make arrangements for air rescue 
work and were surprised to find that the objectives of the Mission were much 
broader and included making arrangements for weather reporting, obtaining 
reports on Communists military activities against the Japanese, the possibility 
of utilizing air bases in Communist areas, interrogation of Japanese prisoners 
ete. Colonel Barrett added that he also wished to obtain information on Com- 
munist military needs, but made it clearly understood that he was in no position 
to make any commitment as to the possibility of meeting those needs. The 
Military Mission was entertained by the Yenan Government at an official dinner 
after which there was music and dancing. Members of the Mission were asked 
to sing American songs which were greeted with tumultuous applause. 

Mao Tse-tung asked Mr. Service about the possibility of opening an American 
Consulate at Yenan, pointing out that the danger of a Kuomintang attack on 
the Communists would be greatest when the war ended, and implied that the 
presence of an American Consul in Yenan could prevent a clash. Ambassador 
Gauss feels that the National Government would never permit a Consulate to be 
opened at Yenan and would not even agree to the temporary detailing of an 
Embassy officer at Yenan. However, Mr. Service expects to stay there for sev- 
eral months and will be replaced by another Embassy officer. 

The Mission was impressed by the initiative and planning ability of the Com- 
munists, who are apparently doing everything to cooperate with it. They en- 
countered no suspicion or procrastination, such as is too often the case in 
Chungking. 
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III. Report of Yeh Chien-ying, Chief of Staff of the 18th Route Army. [This 
report contains information disclosed to the American Military Mission but not 
to the Kuomintang. ] 

Most of the weapons in the possession of the Communists were captured from 
the Japanese or from puppets. Much of the captured material cannot be used. 
The Communists have no regular arsenals and are short on munitions. There 
are 4 Base Areas in North China, in addition to the Yenan Border Area, in 
which the 18th Route or 8th Group Army operates: the Shansi-Hopei-Chahar, 
the Shantung, the Shansi-Hopei-Honan and the Hopei-Shantung-Honan areas. 
In addition, the New 4th Army which was officially liquidated by the Central 
Government in 1941 but which has actually survived, operates from North 
Kiangsu right through central China as far South as Kiangsi. There are also 
small numbers of guerrillas in Kwangtung and Hainan Island. The &th Group 
and New 4th Armies consist of field armies and local forces. 


8th Group New 4th Total 

| 

| | . } } . 

i Men Rifles Men | Rifle Men Rifles 
escesstthcchieitetttpesioc’ rere meet | sabes — 
2 et. | ee 220, 000 136, 000 121, 000 | 77, 000 341, 000 211.000 
Local Forces n-nn-n=---| 100, 000 50, 000 31, 000 | 16, 000 131, 000 | 66, 000 

Total. _....------| 320,000 | 184, 000 152, 000 | 93, 000 472, 000 277, 000 
| | i 


It will be noted that there is barely one rifle per two men. Each man with 
a rifle is supposed to have 50 cartridges but often has only 30. Men are in- 
structed not to shoot at a range of more than 200 yards except if they are 
particularly good shots, when they are allowed a range of up to 400 yards. 

General Yeh pointed out that the main weaknesses of the Communists armies 
were that they had no special troops, that they were short even on light muni- 
tions and tht the training of the officers needed improvement, lack of machine- 
guns and light artillery, and lack of uniformity. On the other hand he claimed 
that its great strength was its high mobility and the high centralization of the 
command. Since 1938 when the National Government gave them 120 light ma- 
ehineguns and 6 antitank guns they had received nothing from Chungking. 
Some small arms were made by hand. He went out of his way to emphasize 
that he was not asking the American Military Mission for anything. 

IV. Further Military reports from Yenan: (a) It is the opinion of the Ameri- 
ean Military Mission that the greatest need of the Chinese Communist armies is 
munitions, portable weapons such as the bazooka, for example, communications 
equipment, and medicines. Such materials would have to be flown in by air, 
and would have to consist solely of essential supplies. The Communists claim 
that they could win the whole of Shansi with a little additional equipment and 
air support. While our Mission believes that this claim is overoptimistic, it 
agrees that the Communists could recapture substantial and significant areas 
under such circumstances. 

(b) In addition to the members of the 8th Group and New 4th Armies, the 
Communists have 1,850,000 militia—i. e., presumably guerrillas. Morale is high. 
The Japanese are deeply hated owing to their savage conduct, and discipline is 
well maintained. Desertion to the enemy is rare and puppet support extremely 
good. The health of the troops was not particularly good. 

(c) The tactical operations of the Communists can be classified as follows: 

(i) Minor engagements in which the purpose is often to prevent small 
Japanese forces from looting the food supplies of the peasantry. 

(ii) Larger engagements with puppet troops and attacks on isolated forts 
and garrisons held by the Japanese. 

(iii) Defensive operations on a still larger scale in which again the pro- 
teetion of key centers of food supplies is an important objective. 

(iv) Offensive operations with the purpose of expanding guerrilla areas 
into base areas, chiefly against puppets. 

(d) The Communists are engaging 21 Japanese divisions. The 18th Group 
Army in one year had 23 thousand engagements in which 65 thousand Japanese 
and 80 thousand puppets were killed, 300 Japanese and 59 thousand puppet 
prisoners were taken, and weapons captured totaled 51 thousand rifles and 626 
machineguns. Their losses were 11 thousand killed and 18 thousand wounded. 
In the same year the New 4th Army had over 5 thousand engagements in which 
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53 thousand Japanese and puppets were killed and 14 thousand taken prisoner, 
and in which 34 thousand rifles and 376 machineguns were captured. Their 
losses were 8 thousand dead and 9 thousand wounded. The high proportion of 
Communist Army dead to wounded is due to the fact that it is very difficult to 
rescue men or to cure them if rescued. It is felt by our Military Mission that the 
above figures are somewhat exaggerated with respect to Japanese casualties. 

V. Random points from the military reports. 

(a) The Japanese have used gas against the Communists who suffered quite 
heavy casualties at one stage owing to the lack of antigas equipment. 

(b) Even machinegun companies often do not have more than 4 light and 2 
heavy machineguns. 

(c) Central government forces, i. e., guerrillas, behind the Japanese lines total 
20 to 30 thousand and play a very small part in fighting the Japanese. In fact, 
their main role appears to be to keep the Communists out and to wait until the 
end of the war and be in a position to occupy the big cities around which they 
are congregating before the Communists occupy them. 

(d) The Communists claim that they have documentary proof of the fact that 
Central Government agents often give the Japanese information with respect to 
location, etc., of the Communist troops. 


B. POLITICAL REPORTS 


I. First report after siz days in Yenan. 

People going to Yenan have heard such favorable reports from foreigners who 
have passed through or foreign correspondents that they are very much on 
guard against being swept off their feet or being taken in. Nevertheless, dis- 
counting the above, the reaction of all members of the American Military Mission 
was extremely favorable. This reaction was confirmed by the foreign corres- 
pondents then visiting Yenan. 

The typical comment of American Army men was “a different country, a 
different people”. There was no show and formality, no subservience to lead- 
ers, no bodyguards, no gendarmes, and no claptrap, all of which are all too 
prevalent in Chungking. There were no beggars and no signs of desperate 
poverty. Living is simple and foreigners are entertained unostentatiously. The 
women are self-assured and unselfconscious, presumably as a result of the im- 
provement in their social status. The general morale was extremely high. 
Almost everybody takes an interest in politics, even coolies reading the news- 
papers. 

The atmosphere in Yenan is that of a small town sectarian college or of a re- 
ligious summer conference. Another comment by Army men was that it was “the 
most modern place in China”. Mr. Service’s conclusion was that the Chinese 
Communist Party has a healthy moderate maturity” and that “it is strong and 
successful and has such drive behind it and has tied itself so closely with the 
people that it will not easily be killed’. 

Il. Mr. Service’s conversation with Chou En-lai (Chou is the number two 
man in the Chinese Communist Party. He is well known in Chungking foreign 
circles, where he was the Communist representative until the summer of 1943. 
It is generally believed that he would be Minister of Foreign Affairs in any 
Government in which the Communists are strongly represented.) 

According to Chou the Kuomintang will not make reasonable concessions to 
the Communists. A compromise is most improbable, and the Kuomintang has 
entered the talks with the Communists for propaganda purposes and in order 
to create an impression on foreigners, particularly Americans. The General- 
issimo and Kuomintang no longer have concrete policies, are drifting and are 
awaiting favorable developments. The Kuomintang hopes at the end of the war 
to liquidate the Communists in summary fashion. The Communists neither 
welcome nor fear Kuomintang plans for attacking them. In the summer of 
1943, the Kuomintang was hesitating between two alternatives, the first being 
to attack and the second to delay the attack until a more favorable opportunity. 
They were all set for attack when the Communists found out the Kuomintang 
plans, and the Kuomintang accordingly switched to the second alternative. 

There is a steady decline in Kuomintang China, but there will be no sudden 
collapse. The Japanese do not plan to capture Chungking because Kuomintang 
China is dying a slow death, and if Chungking were attacked the Kuomintang 
would be driven toward unity with the Communists. 

The Generalissimo is surrounded by second-raters such as the “empty-headed” 
Shang Chen, the head of the Chinese military mission to the United States. 
These people dare not tell him the truth and are only interested in maintaining 















































212 geneva etiam 


SCOPE OF SOVIET ACTIVITY IN THE UNITED STATES 1929 


‘their own position. Chou poured scorn on the Kuomintang plans to demobilize, 


asking when, if ever, they had mobilized. He also ridiculed Kung’s plea to 
have cotton cloth flown into China saying that cargo space should be used only 
for bombs, munitions, gasoline, etc. and that the production of cotton had fallen 
off in China purely as a result of Kuomintang inept food and price control 
policy. 

He admitted that American interest in Chinese affairs had been extremely 
helpful. Outspoken ‘press criticism had been of some use, but frank talks by 
high American officials with high Chinese officials were even more important. 
He cited Wallace’s and Nelson’s and Hurley’s trips to China and added that 
talks on the right lines with Kung now that he is in the United States would also 
be most helpful. Jn this respect he thought that Kung was more amenable and 
pliable than T. V. Soong. Chou thought there was a tendency to underestimate 
the importance of the Chinese land theater as a result of the remarkable ad- 
vances of the American Navy in the Central Pacific. He said it would still 
be necessary to rout Japanese troops in North China and Manchuria. He 
seemed to feel that the Soviet Union would come into the Far Eastern war but 
would not commit himself. 

Ill. Kuomintang-Communist Relations 

The Communist nilitary leaders were much more outspoken and more bitter 
in their criticisms of the Kuomintang than were the political civilian leaders 
who, of course, have the last word. It is understood that some of the military 
leaders had been rebuked for the sharp way in which they had expressed their 
criticisms to Americans. The political civilian leaders are obviously adopting 
an attitude of self-limitation with respect to the Kuomintang. 

There are two possible explanations of the moderate program adopted by the 
Chinese Communists, not only in their relations with the Kuomintang but also 
in their political, social, and economic program. 

(a) Theoretically the Chinese Communists are Maxists and believe that 
China is not yet ready for socialism, that she has to go through a stage of capi- 
talist development before socialism will even be theoretically attainable. They 
also believe that socialism can be achieved in China by peaceful means as a 
result of a jong and orderly democratic process. 

(b) This practical explanation runs in terms of expediency and might even 
be called Machiavellian. According to this explanation the Communists know 
that they are growing stronger while the Kuomintang is growing weaker, and 
that as this process continues they have everything to gain and nothing to lose 
by a policy of conciliation and moderation, as things are moving in their direc- 
tion anyhow. Moreover, the policy of moderation wins them foreign sympathy. 
It is thus the easiest and most convenient way of obtaining power. While 
according to the theoretical explanation they do not desire power for them- 
selves alone for a long time to come, according to the practical explanation they 
do and the policy of moderation is the best means of obtaining it. 

Mr. Service definitely favors the theoretical explanation but Mr. Drum- 
right of the American Embassy in Chungking favors the second explanation. 
It should be noted that Mr. Drumright was formerly strongly pro-Kuomintang. 
While his predilection for the Kuomintang has weakened somewhat, his an- 
tipathy to the Communists has not. This would appear to be the reason for the 
difference of opinion within American diplomatic circles in China. Mr. Serv- 
ice’s conclusion with respect to the Chinese Communists is “their interests do 
not run counter to those of the United States in the foreseeable future and 
merit a sympathetic and friendly attitude on our part’. 

IV. Economic Conditions in Communist China. (This report, while per- 
functory, does bring out the most striking features of the economic situation in 
Communist China.) 

There has been a definite economic improvement in the last two years due 
in the first place to the Communist production campaign and to a suecession 
of excellent crops. In the Yenan Border Area there has been an improve- 
ment in diet, wheat having been substituted for millet and cotton is being 
grown for the first time. Banditry has been eliminated. 

There has been a systematic campaign to mobilize every available hand for 
production and te eliminate loafing. Members of the Army must work either 
on the fields or in producing cloth or both. Students have to work two hours 
a day in addition to their studies. Government and Communist party. officials 
also work on the cultivation of crops and vegetables and manufacturing cloth. 
The system of labor heros has been introduced to stimulate production. The 
blacksmiths in Yenan work day and night. Private productive enterprise is 
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encouraged with liberal credits from the government and premiums are given 
to merchants engaged in the risky business of moving goods through the block- 
ade. The number of C. I. C. units has increased from 30 to 343 in three years. 
(The number of C. I. C. units has fallen steadily during the same period in 
Kuomintang China.) The total number of co-ops is 800 and include beth pro- 
ducer and distributor co-ops. 

Health has improved and there has been a reduction in mortality particularly 
from typhus epidemics. Taxes in kind are down to 12% and lower than else- 
where in China. As a result of original research in the locality, matches and 
soap are being produced for the first time from indigenous materials and are 
quite satisfactory and adequate in quality, which is unfortunately not the case 
in Kuomintang China. Paper is also being produced from a local grass. 

The official exchange rate was recently reduced from Border Area $10 to 
Border Area $8 to CN$1. The black market rate for Border Area dollars is 
actually higher, being $6 to 1 but Mao Tse-tung explained to Mr. Service they 
did not want to lower the official rate too rapidly, as many peasants holding 
CN$ would suffer. The inflation does not seem to have had an important ef- 
fect on the lives of the ordinary people. Economic conditions in general are 
booming, the main difficulty being lack of technical personnel. 

V. Interviews—off the record—between foreign journalists and prominent 
Communist leaders. 

(a) Mao Tse-tung. 

The Chinese Communist goal at present is not socialism but New Democracy 
in accordance with the Three Peoples’ Principles. They wish to defeat Japan, 
to institute democracy and to solve the agrarian policy. Capitalism of a pro- 
gressive character can develop in China. While they are controlling rents 
they have made rent concessions to the landlorads; their objective in this 
sphere was not only to protect the tenant but also to reduce the profits from 
investment of capital in land in such a way as to encourage landlords to invest 
surplus capital in industrial projects. They believe in the proper treatment 
of capital both Chinese and foreign after the war and as much free trade as 
possible. There will be three forms of industrialization in China—State, large 
scale private, and handicraft. They hope that their governments will become 
lower government organs of the National Government, but they claim equality 
of party status with the Kuomintang. Village governments should be elected 
by the people and higher governments by direct or indirect election. 

Their foreign policy was in line with the Atlantic Charter and the Moscow 
and Teheran Declarations. The Comintern had no place in the Far Bast. 
They had received no material support from Russia. If strong enough, they 
will undertake to expel the Japanese from Manchuria. After the war there 
should be a demobilization of the Kuomintang and Communist armies in the 
proportion of 6 Kuomintang soldiers to 1 Communist soldier. 

Outer Mongolia is a part of China but should be recognized as a national 
entity, and there should be a Mongolian Federation within a United States of 
China, and similarly with the Tibetans and the Chinese Mohammedans of the 
Northwest who constitute distinct national groups. 

Japanese internal affairs must be solved by the Japanese people through 
militarism and feudalism should be wiped out. It is unrealistic to talk of the 
institution of democracy in Japan as long as feudalism survives. Colonial coun- 
tries in the Far East should have self-rule. 

There is no likelihood of a breakdown of the National Government before 
the war ends. The Communists will retreat if attacked by the Kuomintang but 
when the point is reached when they can retreat no further they will fight. 
The Generalissimo does not want Allied Mediation between the Communist 
and Kuomintang or an Allied High Command for China. Civil war would be 
protracted. What China needs is internal peace. 

(b) Chu Teh (the leader of the 8th Group Army). 

The Chinese Communists are willing to cooperate with the United States and 
would coordinate their military effort with an Allied offensive by cutting the 
Japanese North-South railroads. They had already rescued eight American 
airmen who had made forced landings. If permitted, they could penetrate 
Kiangsi, Fukien, Hunan, Chekiang, and Kwangsi. They need ammunition as 
well as light arms, radio materials, medicines, and technical personnel. The 
Kuomintang is not much interested in fighting the Japanese. Two Kuomintang 
generals had gone over to the Japanese under orders from Chungking for the 
purpose of fighting the Communists and sent their families to Chungking as 
guarantee of good behavior. The Kuomintang had hundreds of thousands of 
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spies who, in the occupied areas, often cooperated with the Japanese. The Com- 
munists would accept an Allied Command in China, as the Kuomintang is bank- 
rupt and is pursuing the inconsistent dual policy of fighting the Japanese and 
the Communists at the same time. While he was not specific, Chu did not believe 
the Russians would enter the war in the Far East, as they were exhausted from 
the war in Europe. 

(c) Lin Piao. 

During the last two or three years the quality of the Japanese troops in 
North China has perceptibly deteriorated. 


Exursitr No. 320 
[Pp. 13, 14, vol. 792] 
WILL THE COMMUNISTS TAKE OVER CHINA? 


The Chinese Communists are so strong between the Great Wall and the 
Yangtze that they can now look forward to the postwar control of at least North 
China. They may also continue to hold not only those parts of the Yangtze 
valley which they now dominate but also new areas in Central and South China. 
The Communists have fallen heir to these new areas by a process, which has 
been operating for seven years, whereby Chiang Kai-shek loses his cities and 
principal lines of communication to the Japanese and the countryside to the 
Communists. 

The Communists have survived ten years of civil war and seven years of Japa- 
nese offensives. They have survived not only more sustained enemy pressure 
than the Chinese Central Government forces have been subjected to but also a 
severe blockade imposed by Chiang. 

They have survived and they have grown. Communist growth since 1937 has 
been almost geometric in progression. From control of some 100,000 square 
kilometers with a population of one million and a half they have expanded to 
about 850,000 square kilometers with a population of approximately 90 million, 
and they will continue to grow. 

The reason for this phenomenal vitality and strength is simple and funda- 
mental, It is mass support, mass participation. The Communist governments 
and armies are the first governments and armies in modern Chinese history to 
have positive and widespread popular support. They have this support because 
the governments and armies are genuinely of the people. 

Only if he is able to enlist foreign intervention on a scale equal to the Japanese 
invasion of China will Chiang probably be able to crush the Communists. But 
foreign intervention on such a scale would seem to be unlikely. Relying upon 
his dispirited shambling legions, his decadent corrupt bureaucracy, his sterile 
political moralisms, and such nervous foreign support as he can muster, the 
Generalissimo may nevertheless plunge China into civil war. He cannot succeed,: 
however, where the Japanese in more than seven years of determined striving 
have failed. The Communists are already too strong for him. 

Civil war would probably end in a mutually exhausted stalemate. China would 
be divided into at least two camps with Chiang reduced to the position of a 
regional lord. The possibility should not be overlooked of the Communists—cer- 
tainly if they receive foreign aid—emerging from a civil war swiftly and 
decisively victorious, in control of all China. 

Since 1937 the Communists have been trying to persuade Chiang to form a 
democratic coalition government in which they would participate. Should the 
Generalissimo accept this compromise proposal and a coalition government be 
formed with Chiang at the head, the Communists may be expected to continue 
effective control over the areas which they now hold. They will also probably 
extend their political influence throughout the rest of the country, for they are 
the only group in China possessing a program with positive appeal to the people. 

If the Generalissimo neither precipitates a civil war nor reaches an under- 
standing with the Communists, he is still confronted with defeat. Chiang’s 
feudal China cannot long coexist alongside a modern dynamic popular govern- 
ment in North China. 

The Communists are in China to stay. And China’s destiny is not Chiang’s 
but theirs. 


~ 
‘ 


JOHN DAVIES. 
Yenan, November 7, 1944 
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{P. 15, vol. 792] 
How Rep ARE THE CHINESE COMMUNISTS? 


The Chinese Communists are backsliders. They still acclaim the infallibility 
of Marxian dogma and call themselves Communists. But they have become in- 
dulgent of human frailty and confess that China’s Communist salvation can be 
attained only through prolonged evolutionary rather than immediate revolution- 
ary conversion. Like that other eminent backslider, Ramsay MacDonald, they 
have come to accept the inevitability of gradualness. 

Yenan is no Marxist New Jerusalem. The saints and prophets of Chinese 
communism, living in the austere comfort of caves scooped out of loess cliffs, 
lust after the strange gods of class compromise and party coalition, rather shame 
facedly worship the Golden Calf of foreign investments and yearn to be con- 
sidered respectable by worldly standards. 

All of this is more than scheming Communist opportunism. Whatever the 
orthdox communist theory may be about reversion from expedient compromise 
to pristine revolutionary ardor, the Chinese communist leaders are realistic 
enough to recognize that they have now deviated so far to the right that they 
will return to the revolution only if driven to it by overwhelming pressure from 
domestic and foreign forces of reaction. 

There are several reasons for the moderation of the Communists : 

(1) They are Chinese. Being Chinese, they are, for all of their early excesses, 
temperamentally inclined to compromise and harmony in human relationships. 

(2) They are realists. They recognize that the Chinese masses is 90% peas- 
antry ; that the peasantry is semi-feudal—culturally, economically and politically 
in the middle ages; that not until China has developed through several genera- 
tions will it be ready for communism ; that the immediate program must therefore 
be elementary agrarian reform and the introduction of political democracy. 

(3) They are nationalists. In more than seven years of bitter fighting against 
a foreign enemy the primary emotional and intellectual emphasis has shifted 
from internal social revolution to nationalism. 

(4) They have begun to come into power. And has been the experience in 
virtually all successful revolutionary movements, accession to power is bringing 
a sobering realization of responsibility and a desire to move cautiously and 
moderately. 

Chinese Communist moderation and willingness to make concessions must not 
be confused with softness or decay. The Communists are the toughest, best 
organized and disciplined group in China. They offer cooperation to Chiang out 
of strength, not out of weakness. 

JOHN DAVIES. 

Yenan, November 7, 1944. 





[P. 16, vol. 792] 
Tue CHINESE COMMUNISTS AND THE GREAT POWERS 


Confident in their own strength, the Communists no longer feel that their sur- 
vival or extinction depends upon foreign aid or attack. Therein they differ from 
Chiang Kai-shek and his Central Government. The Communists recognize, of 
course, that the powers can accelerate or impede their expansion. It is largely 
on this basis that they view the Great Powers. 

The Soviet Union has traditionally been friendly to the Chinese Communists. 
But the Communists have never received much more than advice and money from 
the Russians. And since 1937 the Soviet Union has scrupulously withheld all aid 
from the Chinese Communists. Russian materiel has gone to Chiang and been 
used exclusively by him—in part to blockade the Communists. 

Possible future Soviet assistance to the Communists is a subject on which 
Yenan leaders are uncommunicative. It seems obvious, however, that they 
would welcome such aid for what it would mean in extirpating the Japanese and 
giving impetus to Communist expansion into Central and South China. 

With all of their strong nationalist spirit, the Chinese Communists do not 
seem to fear Moscow’s political dominance over them as a result of possible 
Russian entry into the Pacific war and invasion of Manchuria and North China. 
They maintain that the USSR has no expansionist intentions toward China. 
To the contrary, they expect Outer Mongolia to be absorbed within a Chinese 
federation. They do not see this or any other issue causing conflict between 
Russian and Chinese Communist foreign policy. 
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Britain, the Chinese Communists believe, is determined to play its old imper 
alist game of dividing China into spheres of influence. They suspect an Anglo 
American deal giving Britain a free hand west of the line Philippines-Formosa. 
And they fear a marriage of convenience between Chiang and the British whereby 
the Generalissimo would get British support in return for special concessions in 
South China. 

The United States is the greatest hope and the greatest fear of the Chinese 
Communists. They recognize that if they receive American aid, even if only o1 
an equal basis with Chiang, they can quickly establish control over most if not al 
of China, perhaps without civil war. For most of Chiang’s troops and bureau 
crats are opportunists who will desert the Generalissimo if the Communists 
appear to be stronger than the Central Government. 

We are the greatest fear of the Communists becuuse the more aid we give 
Chiang exclusively the greater the likelihood of his precipitaing civil war and 
the more protracted and costly will be the Communist unification of China. 

So the Chinese Communists watch us with mixed feeling. If we continue to 
reject them and support an unreconstructed Chiang, they see us becoming their 
enemy. But they would prefer to be friends. Not only because of the help 
we can give them but also because they recognize that our strategic aims of a 
strong, independent and democratic China can jibe with their nationalist 
objectives. 


l 
} 
i 


JOHN DAVIES. 
Yenan, November 7, 1944. 


Exuisit No. 321 
[P. 232, vol. 771] 


TREASURY DEPARTMENT, 
DIVISION OF MONETARY RESEARCH, 
September 27, 1944. 
To: Secretary Morgenthau. 
I think you will be interested in reading this letter from Mr. Friedman, in 
China. 
H. D. W. 
[Penciled note: White—See page3. HMJr. Done.] 


Mr. White, Branch 2058, Room 214% 


[Pp. 233-240, vol. 771] 
SEPTEMBER 14, 1944. 

Dear Mr. Wuite: Thank you for sending me on that trip to Kunming and 
Chengtu. It was a very interesting and stimulating experience. Iam sorry that 
I was unable to write to you during the trip because of inadequate mail facilities, 
i. e., I could send mail but the censors insisted at these places that they would 
have to read it, which is not done here. 

The big news in Chungking these days is, of course, the seemingly inevitable 
fall of Kweilin and Luichow, a major airbase to the south of Kweilin. The 
Japanese have already advanced beyond Lingling, capturing or making unuseable 
many of our best bases in Eastern China. It was from these bases that the 14th 
Air Force carried out its successful sweeps against Japanese shipping off the 
China coast and effectively bombed Japanese strong points on Formosa. There 
are many theories prevalent as to why the Japanese are making the drive at this 
time and they range from purely military ones such as the desire of the Japanese 
to delay and make more difficult an American landing on the China coast to such 
highly political ones, such as that this campaign is part of an understanding 
between the Central Government in Chungking and the Japanese whereby the 
Japanese are destroying the most effective center of anti-Chungking feeling out- 
side of the Northwest. In this connection, you may find the following incident 
of some interest. When in Chengtu, I visited Dr. Mei, the President of Yengching 
University and, I understand, a loyal supporter of the Chungking Government 
who has at times been used for “confidential missions”. Making conversation, 
he said to me, “Of course, you have heard the rumors going around town that 
the Generalissimo is conducting peace negotiations with the Japanese.” ‘I said 
nothing, not having heard the rumor, but tried to look wise and receptive. Dr. 
Mei went on “These rumors are not true, but even if they were true, the Gen. 
would only be doing it to amuse himself.” 
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It seems, however, that the fall of Kweilin at this time will not have the 
dramatic effects that were anticipated in late June and early July. By now, the 
edge seems to have been taken off the defeat while everywhere I went, Japanese 
successes prior to the fall of Hengyang were openly descriped by the Chinese as a 
“national disgrace,” the present Japanese successes are being shrugged off as in- 
evitable and as being more than counterbalanced by Allied successes in Europe 
and the Pacific. 

The People’s Political Council meetings are of course getting considerable pub- 
licity. The Central Government has seemingly, under public pressure, allowed 
the Council greater freedom of discussion than in last year’s meeting. There has 
been particular criticism of the conscription methods used by the Central Gov- 
ernment and just prior to the meetings the head of the conscription administra- 
tion was removed. There has also been discussion of widespread corruption in 
administration, with special attention to corruption and abuses in collection of 
land tax in kind. The discussion on financial situation was held in executive 
session. The Chungking Government seems to be following the policy of remov- 
ing the sting from the expected criticism by having Minister after Minister openly 
confess the sins of his administration prior to their discussion by the Council 
members. According to reliable sources, the Communists are going to raise the 
question of Communist-KMT relations at an open session, i. e. press present, and 
lay before the Council a dossier giving the complete history of the negotiations 
which are now stalemated. The Communists are displeased with the Generalis- 
simo’s speech which was taken as an open attack on them in his emphasis on need 
for abolition of independent armies. 

The bargaining position of the Communists would seem to have been con- 
siderably strengthened by the U. 8. military mission to the Northwest. Not only 
has the State Department been receiving most enthusiastic reports from its rep- 
resentative with the mission, Jack Service, but the military men who have gone 
up and come back speak nothing but the highest praise for the Yenan people. 
They seem to be literally astounded by the cooperation which they are getting, 
the eagerness of the people there to learn from the Americans, the relative physi- 
cal comfort in terms of good, clothing and shelter and the general atmosphere of 
good will. MacFisher, head of the OWI here has also gone up to study psycho- 
logical warfare possibilities. The U. S. military men here are vying for the 
opportunity to go up there and see the situation for themselves. 

In this general atmosphere of increasingly outspoken criticism of the Chung- 
king Government and growing popularity among Americans here of Yenan Gov- 
ernment, the Chungking Government is said to be on verge of making some con- 
cessions to the People’s Political Council: give Council the right to examine the 
budget, expand membership from 240 to 290, and have next assembly consist of 
representatives elected by provincial assemblies. 

You will be interested to know that in that part of discussion on inflation re- 
ported in English-language press, the entire blame for sharp rise in prices in early 
part of 1944 was placed on Chengtu project—which of course, is a gross exaggera- 
tion and merely another example of how the Chinese try to make us the scape- 
goat for their mistakes and failings. Many of the U. 8. military people here 
expect that if Kweilin falls, the fault, according to the Chinese, will be the 
Americans. 

The Nelson-Hurley visit is now in full swing. I had an interesting talk with 
Nelson and his assistants which was brought to an abrupt end by the entry of 
General Hurley. At the press conference here, Nelson was very cautious as long 
as Hurley was present, but as soon as Hurley left, Nelson opened up and spoke 
quite frankly about his difficulties in Washington and his conflict with the Army 
on reconversion. In Kunming, there was considerable bitterness and criticism of 
the Mission, on the grounds that it strengthened the position of the Central 
Government at a time when it was rapidly losing prestige and power. There was 
similar criticism of the attention given to Dr. Kung, pa:ticularly the invitation 
to address the Senate. 

The situation in Kunming is of considerable importance. There the governor, 
Lung Yung, is outspokenly criticai of the Central Government and was quick to 
point out in talk with Consul General and myself that while his provincial troops 
were not “provincial” troops but actually “national” troops, they were not 
“Kuomintang Party” troops! The Central Government is not able to exercise 
effective control in this area so that you find outspoken criticism of it in the press 
and in conversation. Thus, Lung Yung, a provincial ward-lord surrounded by 
opium-smuggling and opium-smoking henchmen, becomes the guardian of the 
liberals and democrats! There is much hinting at open opposition to the Chung- 
king Government and secret contact has been established between the Com- 
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munists and the Lung Yung-liberal combination, but, nevertheless, you get the 
impression that anything like open opposition will not come in the very near 
future, unless the lead is given by developments in other areas such as the setting 
up of a separatist government in the Southeast of China. 

In Chengtu, the situation is even more obscure. There the Governor is a 
strong Kuomintang supporter but real control rests in the hands of local war- 
lords nominally friendly to the Central Government. As in Yunnan, these war- 
lords, who also engage in such things as opium smuggling, seem to feel that 
their hope for survival lies with their being “popular” and again you have them 
protecting outspoken critics of the Central Government. The most important of 
these groups is the Young China Party which, in the Chengtu area, is largely a 
party of landlords who have seemingly never forgiven the Communists for the 
treatment they accorded these landlords on their way to the Northwest back 
in 1985. There is no outward evidence of a Communist movement in the Chengtu 
area, but I understand that plans are being executed for establishing contact 
between the dissident groups in Yunnan and those in Chengtu region and that this 
will be effected during the next few weeks. This can all be accomplished within 
the framework of the Federation of Democratic Parties which is non-communist, 
pro-democratic reform and anti-Chungking. 

Kunming was also interesting because it is a center of U. S. military activity. 
Air traffic over the “hump” is now well over 20,000 tons per month and when I 
was in Kunming, it was at the rate of nearly 32,000 tons per month, or probably 
twice as much military supplies as ever came over the Burma Road, but still 
just a few Liberty boatloads. 

I should, perhaps, point out here that the 14th Air Force is a very impressive 
organization. With a force of only about 15 thousand men, as of July 15, they 
had destroyed over one million tons of Japanese shipping, had inflicted well over 
16 thousand casualties on the Japanese (16,000 is figure for Hengyang campaign 
alone) and had shot down over 2 thousand Jap planes against about 200 U. 8S. 
planes lost. While the Chinese are doing ineffective dying in Southeast China 
and on the Salween, the Americans are doing effective fighting everywhere in 
Free China. 

I picked up a few tidbits on my trip which were quite interesting and I would 
like to pass them on as I feel they are quite revealing as to the present situation, 
although they might be considerable exaggerations. 

The Chinese forces on the Salween are repeating the oft-told tale of corrup- 
tion: starvation and disease due to callousness and mismanagement by the top 
military people; useless slaughter of heroic troops under the command of men 
totally ignorant of military warfare; defeatism in the high command to a point 
of a psychological inability to realize that Chinese troops properly fed, equipped 
and led can defeat Jap troops; soldiers sent into battle against superior numbers 
of Japanese troops because no Chinese commander will risk the major portion 
of his troops in any one engagement; soldiers sent into battle with insufficient 
training and not instructed to crouch or dig fox holes because such protective 
measures would mean loss of face: soldiers making futile and costly frontal 
assaults in daylight; Chinese losing 3 to 1 against the Japs, while Merrill's 
Marauders killed 60 to 1: Chinese commanders insisting on bringing in more 
troops than planned for, thus upsetting at the last moment carefully laid plans: 
American advisors being ignored except to be asked question—how soon could 
the necessary supplies be made available? These are not my thoughts but rather 
the opinions given to me by high ranking American officers who had just returned 
from the Salween front. 

These are some stories they tell: 

When the Chinese forces came to the Salween, the American engineers esti- 
mated that it would take them about 4 days to build a bridge across the river. 
It took the Chinese seven weeks, for a month was spent convincing the Chinese 
command that a bridge should be built. The Chinese command opposed the con- 
struction on the grounds that if a bridge was built the Japanese could use it in 
a counteroffensive aimed at capturing Kunming. 

The Chinese on the Salween were shelling one of the many highly publicized 
Jap points of resistance. One Sunday an American GI decided to go for a stroll 
through the town and did so. He saw some dead Japanese and picked up some 
souvenirs in true American fashion and calmly walked through the town as 
though on a Cook’s tour. He didn’t see any live Japanese or any evidence of 
such. After he returned and reported his rather extraordinary experience, the 


Chinese continued to shell the town, and a week after this incident still hadn’t 
stormed the town. 
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As for the famous battle of Sungshan mountain in which the Chinese dislodged 
the Japanese from the top of this mountain, the Chinese kept asking for more 
and more dynamite until General Dorn finally asked why so much dynamite, since 
he had given them enough for a campaign. They showed him the plans of attack 
and, in the words of the teller of this story, their plans called for tunneling 
through this mountain practically at its base. When the day came for the big 
blowoff every coolie in the Salween knew about it. Finally the charge was 
exploded, while the Chinese withdrew to a safe distance. After the smoke had 
cleared the Japanese were found to have moved out of their pillboxes into the 
craters conveniently made for them by the explosion and the battle went on. 

According to one informant, the Japanese have only 4,000 troops preventing 
the reopening of the Burma Road, and the progress that is being made is more 
the result of Japanese deliberate withdrawals than Chinese pressure. It is said 
that the combat efficiency of these troops as compared with Americans is about 
three percent. (I hear in Chungking that the Japanese are now sending rein- 
forcements into Northern Burma. ) 

The stories I heard about the North China (Honan) campaign were, if any- 
thing, even worse. I will give you one—when it was recommended to General 
Chow Cheh-jou that the Chinese Composite Air Wing bomb a concentration of 
Jap tanks in one of the rail centers before the Honan campaign really got under 
way, General Chow felt that this would be a misuse of his air power which 
should instead be saved for the battle. The net result, as told to me, was that 
the same airmen had to seek out these same tanks in groups of 2 and 3 when 
they were scattered throughout the countryside and spearheading the Japanese 
drive, instead of getting them all in a bunch, 

I have more of such tales, but I’m afraid that I’ve already given you more than 
enough to make the point. The others can be had for the asking. 


(No signature. ) 


ExuHigit No. 322 
[Pp. 54-63, vol. 703] 


[Penciled note: Harry White is there anything in this I ought to know ?— 
H. M., jr.] 
[Declassified : Treas. ltr. 11/3/55] 


FEBRUABY 22, 1944. 
To: H. D. White. 


From: 8. Adler. 


Subject: Report of Press Conference on Chinese Internal Situation. 

There is appended _a detailed report of the press conference held by the 
Minister of Information and Vice-Minister of Foreign Affairs on February 16. 
The conference, which sheds a great deal of light on the internal situation in 
China, has already contributed to a slight relaxation of the tension which char- 
acterizes Kuomintang-Communist Party relations. One local wit has remarked 
that the foreign press conference fulfills the role of the Chinese Parliament as it 
is the only place where Cabinet Ministers can be interpolated and interrogated. 
Because of its highly dramatic character, the conference is reported in the form 
of a one-act play; for background information Liang, the Minister of Informa- 
tion, who is a member of Dr. Sun-Fo’s group, is an incorrigible and unscrupulous 
prevaricator, while Dr. K. C. Wu, the Vice-Minister of Foreign Affairs, is a 
smooth nonenity who largely owes his position to the fact that he has a beautiful 
wife who is a close friend of Madame Chiang. 


Dramatis Personae. 


Liang, Minister of Information. 

Dr. K. C. Wu, Vice-Minister of Foreign Affairs. 

Dr. P. H. Chang, Counsellor of the Executive Yuan. 

Brooks Atkinson, New York Times Correspondent, referred to as B. A. 

Theodore H. White, Time and Life Correspondent, referred to as T. W. 

Gelder, News-Chronicle Correspondent, referred to as G. 

Guenther Stein, Christian Science Monitor, Daily Telegraph and Manchester 
Guardian Correspondent, referred to as G. S. 

Israel Epstein, Sydney Morning Herald Correspondent, referred to as I. EB. 

Various other foreign correspondents. 

Scene: Conference room of Ministry of Information, Chungking. 

‘Time: The afternoon of February 16, 1944. 
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The conference opens with Mr. Liang, Dr. Chang, and Dr. Wu seated at the 
head of a long table with the various foreign correspondents sitting around the 
table. 

T. W.: “The Central News (the official Chinese Government news agency) 
recently issued a statement on American politics saying that despite all talks of 
unity there was great disagreement between the two American parties. It is 
good that such a thing should be published in China, but American correspond- 
ents would like to publish similar articles about China. This is why I am now 
going to ask if the Minister can tell us if the blockade of the Communist area is 
still continuing.” 

Liang: “What do you mean by blockade? And what is your source of infor- 
mation regarding the blockade, and where does it come from?” 

T. W.: “I have been in Sian four or five times since 1989. There I was told 
it was impossible to go from Sian to Yenan, impossible to send medical supplies, 
and that military supplies were not being sent. People do not go to Yenan. 
This is the blockade that I refer to and which I should like to know more about.” 

Liang: “I know that men like Chou En-lai and his people go to Yenan without 
any restrictions being placed on their movements. Transportation of the 18th 
Route Army goes back and forth without hindrance. So the word “blockade” 
does not seem to bear out the situation.” 

B. A.: “Does the spokesman deny that there is any blockade of the North- 
western area?” 

Liang: “I cannot understand the situation when you refer to ‘blockade’ because 
to my knowledge representatives of the National Military Council go back and 
forth, and there is constant communication in that respect.” 

G.: “How many transports of medical supplies have been allowed to go 
through since 1940?” 

Liang: “I cannot give the information because the question must be referred 
to the National Military Council.” 

G. S8.: “Does the Minister know of medical supplies from abroad specifically 
sent for this area which were detained and confiscated?” 

Liang: “I have heard about this but have not got the full information with 
which to answer the question.” 

A foreign correspondent: “Can we be given this information at a later date?” 

T. W.: “According to articles published in America, since 1939 the Communist 
Army has received no supplies from the Government. Can the Minister tell us 
whether military supplies have gone to the 18th Group Army?” 

Liang: “In order to get details I suggest that you might interview General 
Ho Ying-Chin (The Minister of War).” 

B. A.: “If the Minister objects to the use of the word “blockade,” is there any 
other word we can use to describe the situation? For it is common knowledge 
that people cannot pass freely to Yenan as to other parts of China.” 

Liang: “In connection with this problem of the relationship between the Kuo 
mintang, the Government, and the Communist Party, I shall say a few words 
“off the record’. In this connection I am looking forward to the opportunity 
to invite the foreign friends to a specially arranged meeting when the question 
will be discussed more thoroughly. In the eyes of the Chinese people the rela- 
tions between the Communists and the Government are regarded as something 
concerning our internal situation—our internal affairs. The present policy of 
the Government is to seek a solution by the political method. So in connection 
with the relations between the Communists and the Government it is not the 
intention of the Government to make an issue for publicity abroad. In the past 
there were two occasions .. .” 

T. W.: “May we have an ‘on the record’ statement?” 

Liang: “In order to avoid the situation being misunderstood, I have said a few 
words, and as a matter of fact shall not dwell on the subject unless you request! 
it for discussion. The differences which might exist between the Kuomintang 
and the Communist Party could be ironed out, because such differences are 
regarded as matters of domestic concern and the Chinese people do not think that 
such differences which could be ironed out should be treated as material for 
propaganda abroad. The Chinese attitude towards the situation is like this: 
the whole thing may be likened to a family dispute in which some members of 
the family differ from the views of other members of the family. Such disputes 
will eventually be settled; so I think it is not necessary for these things to be 
publicized. Fundamentally there is a psychological difference between Western 
ers and Easterners in looking at the situation. I say that in Chinese thought it i: 
important to remember that the man in power says little and acts more.” 
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G.: “Is the blockade in Chinese thought a sample of action?’ 

Liang: “To have a good government it is necessary to do more and talk less. 
We do not emphasize propaganda. In the West you think you should publicize 
new regulations made by your government. This is an example of difference 
in psychology. 

T. W.: “We are constantly pressed by people in America who wish to know 
what is going on. We wish to know the answers to our questions for publication 
in America, just as Chinese correspondents send out dispatches about us.” 

Liang: “The situation is a little bit different. I think our correspondents 
would be very glad to obey your Government’s orders if they asked them not to 
ask such questions. The Chinese Government forbids answering such questions. 
If there is no blockade .. .” 

Wu: “There is no blockade in North China.” [Laughter.] 

G.: “If both members of a family have guns in their hands and the guns go 
off, isn’t that a serious situation?” 

Liang: ‘‘How do you know the guns will go off? It is the policy of the Govern- 
ment not to let the guns go off. There is no possibility of the guns going off.” 

G.: “But the Chungking Government has guns to prevent me from going up 
to the Northwest.” 

Liang: “We have soldiers here too. We do not fear that any of our soldiers 
here will let their guns go off. There are troops everywhere for police purposes.” 

T. W.: “This is a family dispute. I have heard a Minister of the Government 
say that the Communists are a group of gangsters, warlords, etc. This does not 
sound like a family quarrel.” 

Liang: “These words (above) were not said for publication. I do not think 
that the matter should be given emphasis and that the situation be aggravated 
by putting too much stress on the affair. In the eyes of the Chinese people and 
the Government the less emphasis we place on the affair the better for every- 
body.” 

T. W.: “This is not a question of over-emphasis but of under-emphasis. Not a 
single correspondent has been allowed to send out a full dispatch on the situation 
for over a year.” 

Liang: “In the first place we are fighting this war for a common purpose. It 
is for the final victory that China should be unified. It is our declared policy 
to be unified and to solve the difficulty by political means. There is therefore 
no reason to have foreign countries make out this matter as if it could not be 
solved in a political way. It is the sincere, earnest desire of the Chinese Govern- 
ment to solve it in a political way, and therefore we do not want to talk about it. 
It is no good to make a lot of noise about it. As a war correspondent of a friendly 
ally you should not do it.” 

B. A.: “What is the status of the 18th Group Army? Is it an integral part of 
the nationalist army en the same basis as other armies?” 

Liang: “It was originally regarded as a part of the regular army but due to 
eases of insubordination a new situation has arisen and supplies have not been 
sent to them.” 

B. A.: “For how long?” 

Liang: “But it is the wish of the Chinese Government that the 18th Group 
Army may become once more a part of the Chinese forces, the Chinese Army, as 
was the case when the war first broke out, and at a previous conference the 
Minister mentioned that the Communist Party indicated a desire to send a few 
members to Chungking and in compliance with their wish a message of welcome 
was sent to them intimating that the Government is prepared to seek a solution 
by political means.” 

G.: “What basis is there at the present moment for negotiation, including the 
fact that the Minister says that a new situation has arisen and no supplies have 
been sent?” 

Liang: “When I assumed office I made the remark that the report that an 
armed conflict would occur was without foundation and that the matter could 
be borne out by fact and that in six months’ time you would see that what I said 
was true. It is now nearly six months since that statement was made. An armed 
conflict has not occurred, bearing out what I said. The situation became aggra- 
vated when the report was circulated that the radio station of the 18th Group 
Army had been closed down, and I made a statement that there would be no 
possibility of conflict and that the measure was applied to all stations.” 

G.: “I hope we shall not be accused of rumor. When I asked if the station was 
closed I was told that it was not closed. The station to which I was referring 
was closed and is closed—I know for a fact. I expect a direct answer to my 
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questions. If what the spokesman has said is an implied criticism, I think the 
statement should be withdrawn.” 

Liang: “So far as I know, the day you make the inquiry the radio station was 
not closed (This is an unmitigated lie, see Addenda), although the order had 
already been issued to close all the radio stations of the different military groups 
and was later carried into effect. There was no prevarication. Later it was 
closed.” 

G.: “I was told that the Government did not wish unproved news to go out of 
China, I was invited to go and see the station in operation. I accepted the invi- 
tation, but I was never taken to see the station.” 

Liang: “Later it was closed. What would have been the use of taking you to 
the station one day when it was working when the next day it was to be closed?” 

G.: (heatedly) “If we are to be accused of interpreting suggestions here as 
rumor, I do not propose to ask any more questions.” 

Liang: “Did anybody say that you, that Mr. Gelder, was spreading rumors?” 

T. W.: “The Japanese radio continually says that they are fighting with the 
New Fourth Army, but in Chungking we are told that the New Fourth no longer 
exists. Which is true?” 

Wu: “If you want to read Japanese news, go ahead.” 

Liang: “There are elements in China who are playing up the situation * * * 
in order to serve their own ends. Recently a message carried by Reynolds News 
quoted Madame Sun Yat-sen’s statement in connection with her appeal to labor 
in England and America saying that the reactionary elements in Chungking are 
trying to tighten the blockade against the Communist area and that China was on 
the brink of conflict. Here is a report, apparently a twisted report. I called on 
Madame Sun and she denied it, producing the original telegram which reads: 

“On 32nd anniversary founding Chinese Republic we must remember that 
progress toward democracy is like learning to swim. One learns not by talking 
about it but by getting into the water. War against Japanese military fascism 
provides another measure (?). Those serve best who devote all their energies to 
fight against aggression. American friends can help Chinese democracy by ac- 
tively supporting all elements actually engaged in fighting Japan—Soong Ching- 
ling (Madame Sun).” 

“There is nothing like ‘reactionary elements’ in her telegram and nothing like 
2 demand for lifting the blockade, etc., and yet such reports appeared and were 
carried by Reynolds News. As a matter of fact her wish is that there should be 
cooperation among parties in China in the best interests of fighting aggression. 
(For the correct details of this episode which Liang has distorted see Addenda.) 
T do believe that you want to report the truth—either reporting the truth or vis- 
ualizing the situation before it comes about like a prophet or a man of prudence 
and wisdom but refusing to be instrumental for something which does not exist. 
Once more, I reiterate that I would like to have the opportunity to put the matter 
before you in future, and if you will excuse the spokesman this matter will be 
regarded as concluded.” 

Chang: “The Minister of Information proposes to conclude for the time being 
the discussion. This question of the Communists will be discussed later and he 
further proposes in the very near future to invite you to a special conference in 
which he will give you a long talk of two or three hours, and there you will have 
ample opportunity to thrash out everything. 

“In connection with the cables which you will be sending, the Minister would 
state clearly that in his opinion if whatever is sent does not work to the detri- 
ments of the interests of the Government, the Government is doing its best to set- 
tle the affair by political means, the Minister would not see the necessity for 
censorship ; but if it works against that important purpose, the Minister is afraid 
that a measure of censorship will have to be enforced.” 

I. E.: “With regard to the statement that the 18th Group Army was regarded as 
an army of the National Government until a situation arose which necessitated 
the stopping of supplies, how long have the supplies been stopped? Second, with 
regard to the cable sent by Madame Sun Yat-sen in which she says “American 
friends can help Chinese democracy by supporting all elements actually engaged 
in fighting Japan”, can we not take this as an implied criticism that the two 
armies are not equaily supported?” 

Liang: “I will answer later as to when payment of troops was suspended. 
The situation was this, the Communists were collecting taxes on their own 
responsibility. The moment that was known to the Government payment was 
suspended. 
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“In the original telegram the phrase ‘American friends’ is mentioned and has 
nothing to do with the Chinese Government. Within the last two weeks there 
has been no special reason to lay special emphasis on the Communist problem. 
Within the last two weeks one Army Corps has been withdrawn from the area. 
(Previously three armies had been added.) From the Chinese Government 
point of view we think the situation is not tense at all. In fact it is very quiet.” 

T. W.: “There has been a very great lessening of tension in the last two 
weeks, and no correspondents here have have fear of civil war before the 
Japanese are defeated. But for months and years we have been blockaded. We 
have not been allowed to mention the situation. Now the pressure on us is 
intense, and we in turn are turning the pressure on you. We do not want to 
make any trouble in China. We would like to paint accurate pictures. We 
refuse to send out partial accounts.” 

Liang: “It is to nobody’s interest to dwell on this. Differences can be ironed 
out. Why should we make a mountain out of a molehill?” 

r. W.: “You are trying to make a molehill out of a mountain.” 

Liang: “An Army Corps has been withdrawn. But why play up this fact? 
Why not wire back that the situation is less tense?” 

G.: “China has constantly demanded increased aid from America and Eng- 
land. That will cost many lives, and British people are entitled to know whether 
China is all-out to defeat Japan. If the Chinese Central Government has 
thousands of troops blockading other Chinese troops, how can they be all-out 
against Japan?” 

Liang: “In Szechuan we have a lot of troops. In every war you have both 
to fight at the front and to police in the rear. You are much better organized 
and do not need this. It is to the benefit of everyone that peace and order be 
maintained.” 

G.: “It is not fair to assume that correspondents are critical of this situation 
just for the sake of being critical. We have asked and are entitled to ask again 
that we shall be allowed to go to the Communist area.” 

T. W.: “I have never been in a country where correspondents have such an 
affection for the country they are in as here, but our affection for this country 
cannot prevent us from telling the truth to our people.” 

G.: “I want to ask if we shall be allowed to go to the Communist area.” 

T. W.: “If the Government is going to make a statement about the situation, 
I should like to ask the Communists to prepare a statement to cable also.” 

Liang: “The Communists have beer making all kinds of statements. I should 
like to find out if the Central Training Corps (? probably Course, given in Cen 
tral Training Institute to Government officials, Kuomintang functionaries, and 
all Chinese who are going abroad) has been regarded as a concentration camp.” 

T. W.: “No, I have not heard that.” 

G. S.: “Can we ask Yenan for a statement on the situation?” 

Liang: “Not from a separate government in wartime.” 

G. S.: “Will you allow me to send a cable to Yenan asking for a statement? 
If and when I get a reply, will you allow us to publish it?” 

Wu: “It is not our system to allow local governments to make separate state- 
ments. Sir Oswald Mosley was forbidden access in your country.” 

G.: “Are you suggesting that the Communists in North Shensi stand in the 
same relation to the Central Government as Mosley to the British Government?’ 

Wu: “Oh, no. Do not quote me. I am just talking.” 

T. W.: “There should be free speech unless it endangers the war. Mosley 
said the German system was the best and was doing his best to undermine the 
Government.” 

Liang: “I do not wish to say that the Communists are trying to undermine 
us. If we go that far, how can we solve this question?” 

G. S.: “Is it worth my while to spend money on such a cable?” 

Liang: “You must send it by the military telegraph station.” 

G. S.: “So there is a blockade.” 

A foreign correspondent: “Are correspondents permitted to go to Yenan and 
North Shensi?”’ 

Liang: “So far as my opinion is concerned I hope that all of you may go, but 
this has to be approved by the military authorities.” 

B. A.: “Here is a letter signed by some of the correspondents to the General- 
issimo, asking for permission to go to Yenan.” 

Wu: “So this was all prearranged.” [Laughter.] Conferenve adjourns. 


SPAT ao 
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ADDENDA 


1. With respect to the Communist radio station in Chungking, it was closed on 
January 15. The news got out and journalists started asking questions. Geider 
towards the end of January asked specifically if the Communist station was 
closed. He was told that it was not and that he could go see for himself 
When he took up the offer he was turned down. On February 4 the Government 
issued an order, making it retroactive to January 15, closing down all non- 
Central Government radio stations in Chungking. The ground that was given 
was military secrecy, it being claimed that the Japanese had broken one of the 
codes. It was pointed out by the journalists that from the point of view of 
military secrecy it was much better to let the 8 radio stations of the various 
provincial governments and area armies continue to function than to have all 
messages sent on the National Military Council radio which the Government 
spokesmen admitted used only one code. 

2. With respect to Madame Sun, it appears that Liang did call on her to ask 
if she was responsible for the statement in Reynolds News, which she denied. 
But she has written both to the foreign press and to Liang that he distorted her 
formal denial to include a denial on her part of the existence of a blockade, a 
denial she had never made. On the contrary as the trustee of foreign relief or- 
ganizations which had been trying to send medical supplies to the Border areas 
she had been fighting the blockade for 4 years. (Incidentally General Ho Ying- 
Chin and Wu Tei-chen called on her to rebuke her for her message to England 
and America. Moreover she has received an invitation from some American 
relief organization to visit the United States, but she was told by the powers 
that be that she could not leave China.) 

3. After the press conference of February 16, the Counsellor of the British 
Embassy here sent for Gelder and rebuked him for asking questions which were 
embarrassing to the official Chinese spokesman. Gelder who is a pretty inde- 
pendent and ultra-professional journalist told his Counsellor to go to hell. This 
attitude on the part of the British Hmbassy is in marked contrast to the attitude 
of our Embassy, which views the interest the journalists are taking in Chinese in- 
ternal affairs with at least tacit sympathy. 

4. Our military attache here, who is not particularly well-informed on in- 
terna! problems, rather foolishly boasted that he had encouraged the journalists 
to raise the whole issue. As a matter of fact his boast is inaccurate, as the 
journalists were quite capable of doing it off their own bat without any outside 
encouragement. Be that as it may, the boast reached the Generalissimo’s ears; 
accordingly he sent for our leading military representative and pointed out that 
the military attache was not only the representative of the American Army but 
also a representative of the United States Government and that he had therefore 
no business to meddle in such matters. 

5. The foreign correspondents’ petition to visit Yenan has been presented to the 
Generalissimo, but no action has yet been taken on it. (On possible visits to 
Yenan see body of my letter.) 

6. Hollington Tong, the Vice-Minister of Information in charge of supervising 
foreign correspondents frankly told one foreign correspondent that the reason 
why the Government has not let them visit Yenan is that all correspondents who 
have been up there have come back with favorable reports. Incidentally at a 
meeting of high Government officials last Monday General Ho Ying-chin com- 
plained that Hollington Tong had failed in inculeating the right approach among 
foreign correspondents and that the Government had lost out to the Communists 
in this respect. 

7. It is reported that partly as a result of last Wednesday’s press conference 
two truck loads of medical supplies are to be allowed to go through the blockade, 
but this report has not yet been confirmed. 

POSTLUDE 


On Thursday the 17th, six foreign correspondents interviewed General Tung, 
who has represented the Communists here since Chou En-lai’s departure. Tung 
stated that the Communist policy was to support the Central Government as 
long as it led the War of Resistance against Japan and insofar as it honestly 
aimed at the realization of the Three People’s Principles; he claimed that in the 
Border Areas they had already realized the First Principle of Nationality and 
the second Principle of Democracy but that they were still far from attaining the 
third Principle of the People’s Livelihood. The Communists certainly did not 
desire a civil war. As for the blockade he said the journalists could go up to the 
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Northwest to see for themselves and advised them to note the number of block- 
houses if they did make the trip, adding that you could always move soldiers 
uround but that you could not move blockhouses. He alsc indicated that the 
Communists would welcome the journalists going to Yenan. The journalists 
concerned prepared stories of this interview, all of which have gone to the 
Generalissimo for censorship. 

N. B.—All of the above is strictly confidential. The press conference was “off 
the record” and should therefore be treated as strictly confidential also. 


ExHIsitT No. 323 


[Pp. 87-51, vol. 703) 
FEBRUARY 22 (1944). 
Letter V 
Dear Dr. WHITE: Chungking has been quite lively of late, in fact, more so than 
for a long time, and there are quite a number of developments to report. 


1. Internal Political Situation 


There has been a slight relaxation of tension in Kuomintang-Communist Party 
relations, which improvement is due to a considerable extent to the lively interest 
shown in them by foreign public opinion in general and by foreign correspond- 
ents in Chungking in particular. So exciting was last week’s press conference 
on the subject that I am enclosing a verbatim stenographic report which I am 
sure you will enjoy reading. Have also attached addenda on background and 
on points arising out of the conference. The same subject will be discussed at 
today’s press conference, too, and if news of it reaches me before this letter 
catches the pouch, it will, of course, be appended. It will be noted that the 
Central Government, while deploring foreign interest in, is extremely sensitive 
to foreign opinion on, the subject. One must give credit to the foreign press 
corps in Chungking for playing a most constructive role in the present situation. 

With respect to possible trips by foreigners to Yenan: 

(a) The President has sent a message to the Generalissimo through the War 
Department asking for permission to send military observers to North China and 
the North China fronts in order to obtain military information on Manchuria, 
to which the Generalissimo has replied that he is willing to allow American 
military observers to go anywhere in North China where there are Central 
Government troops and where Central Government authority extends, adding 
that there is no need for such observers to go to Yenan as no information on 
Manchuria can be obtained there. Even this is a concession, as previously move- 
ments of our military people have been strictly limited. In any case, the Presi- 
dent’s request is regarded by our military people as the first move towards a 
flat request for permission to send military people to the Border areas. 

(b) The War Department is about to ask outright for permission to send people 
to the Border areas, and the State Department is going to do likewise, so that 
it will probably take the form of a joint request. 


2. U. 8. Army Expenditures in China 


(a) According to latest USAAF confidential estimates, current and planned 
projects will cost CN$6 billion per month for the next four months for their exe- 
cution. While no specific information is available for plans after June, it is 
known that the maintenance of operations at the level it is planned to reach 
in June will cost CN$3 billion per month afterward, and it is assumed that the 
Army will not subsequently be content with merely maintaining operations a 
the level attained in June, but rather will be anxious to expand them. 

The objections to such heavy expenditures are obvious: 

(1) The Government note issue (monthly figures for which have been 
withheld from me since November) is now at least CN$5 billion per month 
and may well be 6; while estimated Chinese Government expenditures for 
1944 are CN$80 billion and estimated revenue CN$35—40 billion, it is more 
likely that expenditures will approximate CN$100 billion and revenues 
CN$25 billion, leaving a deficit of CN$75 billion, which will inevitably be 
met by recourse to the printing press. Clearly USAAF expenditures in 
China which have to be financed by expansion of note issue will, if they 
attain the scale contemplated, lead to a doubling of the currently monthly 
expansion of note issue. The dislocation of the Chinese economy resulting 
from such a huge increase in the note circulation, from the consequent rise 
in prices, and from the diversion of labor and resources necessary to carry 
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out the projects will be of the gravest kind, to put it mildly. The U. 8. 
Army, and therefore the United States Government, would be assuming a 
tremendous responsibility if they risked subjecting the Chinese economy to 
so severe a strain. It is certainly arguable whether the military advantages 
accruing from so large a volume of expenditures would more than counter- 
balance the damage to the Chinese economy, the possible collapse of the 
Chinese war effort resulting therefrom, and the general internal dislocation 
in China. 

(2) From a political point of view, from our experience of Sino-Ameri- 
can financial relations it is hardly likely that the Chinese would be content 
with merely ascribing the moral responsibility for such economic dislocation 
as would ensue to us. It is much more on the cards that they would say: 
“You got us into this mess. Now get us out of it.” And we should have no 
pat answer to their claims. 'The political and financial responsibility for 
the economic reorganization of China is not one we can lightly assume. It 
must be remembered that firstly the present Chinese Government is a past 
master at seeking alibis and looking for someone other than itself to blame 
and to shoulder the burden which it should carry and that secondly the 
economic situation is already sufficiently critical without the imposition of 
so heavy an additional strain on it. In fact such large expenditures which in 
all probability would lead to an inevitable economic denoument would give 
the Central Government just the out it is looking for. Kung is already 
hollering to high heaven about the black market rate, and we don’t have to 
have a vivid imagination to picture the squawks he could raise in the 
situation which would ensue. 

Another point worth making in this context is that such expenditures 
would have political repercussions within China of an undesirable character. 

(3) From a military point of view it is also arguable whether the results 
would be worth the cost. Many military experts in the China theater are 
skeptical as to whether the military outcome would be all that is expected. 
Naturally this is a matter of high military policy and the layman cannot 
see the problem in its grand global perspective. But many informed people 
believe that as the war draws closer to Japan, the Japanese will strengthen 
their inner bases and lines of communication and that as part of this policy 
they will make a determined effort to capture the whole of Eastern China 
in which if our Army projects go through we shall have built several most 
costly air bases. As most observers believe that the Japanese efforts in this 
direction would be successful, our expenditures on such bases would most 
probably have been in vain. To digress for a moment, there seems to be a 
considerable divergence of opinion in the highest quarters as to the appro 
priate objectives in the China theater. Chennault and his school believes 
that we should concentrate on continuing and expanding the kind of work 
the 14th Air Force is performing now. Stilwell believes that while we should 
maintain some air activity we should concentrate on building up Chinese 
ground forces in India and Yunnan and Kwangsi for an eventual offensive 
against Burma which may never materialize, it being no secret that for politi 
cal reasons the British would much rather prefer a flanking movement 
against Thailand, Malaya, or the Dutch East Indies, with the conquest of 
Burma to be made subsequently with predominantly Empire forces. The 
Generalissimo while also desiring the maintenance of some air activity would 
prefer to see our efforts concentrated on the strengthening of the Chinese 
Army—for reasons of his own. Finally the Combined Chiefs of Staff in 
Washington would, judging from the fact that they are asking for the con- 
struction of extra-large bases in China, appear to be contemplating using 
China for the bombing of Japan proper; in fact I am confidentially in 
formed that it is intended to bomb hydroelectric projects in Japan proper in 
order to hit Japanese war production. People of the Chennault school are 
inclined to believe that the results of the Combined Chiefs of Staff policy 
would be more showy than permanent. 

(4) From the point on view of the American taxpayer, expenditures on 
such a large scale would entail enormous US$ outlays which of course would 
be justifiable if they appreciably shortened the war and saved lives. While 
it is probable that we can attain a more reasonable adjustment for our fapi 
expenditures—it must be remembered that the President has made the com- 
mitment that we will pay for all US Army disbursements in China—than the 
Chinese have yet shown any willingness to accept, the Chinese are extremely 
hard bargainers, and the more we want to go through with such projects, 
the harder they will bargain. 
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The above is given as background material for problems in the discussion of 
which the Treasury will most certainly be involved. The position as it now 
stands in as follows: The Army in China has notified Washington of the scale 
of expenditures demanded by the operations now contemplated; it is awaiting 
Washington’s reaction before taking up the matter with Kung, who, however, in 
an informal conversation with Acheson indicated that China would not like to 
see us spending more than CN$3 billion per month. The Embassy has informed 
the State Department of the contemplated magnitude of expenditures and has 
advised it that the matter should be discussed by State, Treasury and War in 
consultation with the President before any final decision is reached. Therefore 
the matter may have already come to your attention before this letter reaches 
you. 

(b) Acheson informs me that Kung in informal conversations is already taking 
a more reasonable line. No definite progress has yet been made, however. State 
has cabled the Embassy to reject the ludicrous Chinese offer that our expenditures 
in China be financed at 30 to 1. Kung has already asked Acheson that part of 
our outlays in China be financed by the sale of gold and US Goy. bonds in China 
for the account of both China and the US, and it is not unlikely that he will 
agree to similar sales of US currency here. Acheson has consulted me on the 
matter, and while he agrees that part of our payments to the Chinese Govern- 
ment should take the form of US Government bonds and gold shipped into China, 
he is not sure that such Sales as the Chinese Government makes should be on 
joint account. While it is an open question, for myself I incline towards the 
view that there is more to be gained by having the sales on joint account for the 
following reasons: 

1. If the sales in China of US bonds, gold, etc., are on joint account, we can 
reasonably ask that an American—presumably the Treasury Representative 
should be on the Committee determining selling policy. His presence on the 
committee would ensure both greater efficiency and less ‘monkey business.” 
That greater efficiency is an important consideration is attested to by the 
ultraconservative policy the Chinese Government is at present adopting with 
respect to gold sales. In the face of an extremely sharp rise in black market 
rates (see below) and a substantial general rise in prices since Chinese 
New Year, the Chinese Government is still putting only small amounts of 
gold on the market though the price of gold has approximately doubled since 
the beginning of the Year. 

2. We would get a much better rate for our US$ by participating in sales 
of gold, etc., on joint account than if we depended solely on an arrangement to 
get fapi we need from the Chinese Government at a rate which will neces- 
sarily undervalue the US$. 

(c) Last Tuesday the 15th Dr. Kung asked me to accompany him to Chengtu 
to inspect the construction of airports there. We left the same afternoon and 
found Acheson already there. Next morning we flew over two airfields where 
50,000 men were at work (each) and stopped off at an airfield where 90,000 men 
were at work. As you can imagine, it was quite a spectacle. The immediate 
problem facing Kung and Acheson is the provision of sufficient fapi to enable 
work on the projects to continue. Kung agreed to rush CN$% a billion there 
immediately—on U. 8. Army planes—and to have another CN$% a billion sent 
there in the wear future. Chengtu provides a laboratory speciment of the impact 
of heavy military expenditures on a regional economy in China. Chengtu as 
you know is the center of one of the richest agricultural and most densely popu- 
lated areas in China. Yet our Chengtu projects have already resulted in: 

1. The dispossession of farmers from land needed for the airfields. Owing 
to the nature of the existing set-up many of the farmers have received no 
compensation whatsoever for the loss of their source of livelihood. The 
Chinese Government has undertaken to bear the cost of the land and has 
paid the landlords 50% of the land value, but as the majority of displaced 
farmers are tenants—the percentage of tenants to cultivators being higher 
in Szechuan than anywhere else in China—it didn’t help the majority of the 
farmers any. In one place there was a riot and the local magistrate respon- 
sible for enforcing the farmers’ dispossession was killed. 

2. The conscription of 250,000 laborers withdrawn from agricultural labor 
and paid far below the prevailing rates of wages. Eventually it is expected 
that 300,000 laborers will be at work. The conscription of so large a labor 
force may interfere with the harvesting of winter crops—Chengtu has 3 
crops a year—and more serious ‘will interfere with the spring sowing if the 
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projects are not completed by May 1, a deadline which though desirable 
both from a military and an economic point of view may well be exceeded. 

3. One month’s work on the projects has already resulted in a substantial 
increase in prices in the Chengtu area. While we only spent one day in 
Chengtu and did not therefore have time to make more than a most cursory 
of surveys and while the data immediately available are none too reliable, 
it would appear that the price of rice—in the richest rice-bow! in China, 
mind you—has gone up from 50 to 100%, and other prices are going up 
accordingly. The price of construction materials has trebled ; the American 
military officer in charge of construction work complained that as a result 
of the delays in our getting the necessary fapi from the Chinese Government 
we would have to pay a CN$1 billion for construction material more than we 
would have otherwise had to, owing to the cornering of the market for such 
material. There is much hoarding of rice and other conimodities, and we 
shall in any case have to pay through the nose. 

The magnitude of the evil repercussions of our heavy expenditures is of 
course partly due to the inefficiency of the Chinese Goverument and of the 
existing set-up. On the other hand, it must be remembered as an extenuat- 
ing circumstance that its political control has never been really effective 
in this particular area of Szechuan and that it must tread lightly in dealing 
with the Szechuan landlords and militarists, given its methods of operation 
and its political base. In fact Chang Chun, the Governor of Szechuan, is 
already unpopular in Chengtu because he symbolizes the Central Govern- 
ment. I should not be surprised if the Szechuan militarists are lukewarm 
at the prospect of the encroachments of the power of the Central Government 
on their preserves resulting from the construction of such large airports 
in their bailiwick and if they consequently manufacture “incidents” at the 
expense of American soldiers. Incidentally our military plans envisage the 
presence of 10,000 American soldiers in Chengtu by April 15, which of itself 
entails a sizeable economic burden on the area for grounds on which there 
is no need to expatiate. I hope to have the opportunity to visit Chengtu at 
greater leisure and to report more fully than my one day’s trip allows me 
to. Dr. Kung may go to Kunming next week and I may have the chance to 
go along; if possible I shall also try to stop off in Kweilin. Chengtu, Kun- 
minz, and Kweilin are the chief centers of United States Army activity, and 
it would be worthwhile getting a first-hand impression of problems in which 
the Treasury has an immediate interest. 

3. The Black Market 

The black market rate for US$ currency which was 88 on February 3 in 
Chungking leapt to 130 on February 7, 170 on February 11, at which level it 
remained until the beginning of this week. Today it is over 200; in Kunming 
where prior to this month the rate was 10-20 points higher than in Chungking 
the rate began to lag behind the Chungking rate when the first flurry occurred, 
the rate is now again more than 20 points higher than in Chungking. Some of the 
bidding up has undoubtedly been speculative but the trend is unmistakeably 
upwards. The sharp turn can be attributed partly to the market’s making an 
adjustment toward the real value of the US$ particularly after the rise in 
general prices after Chinese New Year, partly to the rumor that the Government 
was going to change the official exchange rate to 100 to 1 as a result of American 
pressure and was about to take action to close the black market, and partly as 
a result of the influx of balances on account of Shanghai. With respect to the 
latter, as a result of the Japanese taking over of all available supplies of cotton 
in Shanghai, there have been heavy shipments of dyestuffs from occupied to 
Free China, payment for which has taken place in Free China, with a consequent 
intensification of the demand for US$ currency in Free China. 

Kung is now extremely worried about the black market and wants at leasi 
to bring existing rates down (rupees have risen commensurately with US$). 
Accordingly he has approached Acheson about the possibility of importing 
US$20 million of US currency in the immediate future for the Chinese Govern- 
ment in order to hit the black market. As the matter will come before the 
Treasury in any case, I may as well give my reactions here. 

The black market rates undoubtedly have some effect on prices (and vice 
versa) though Kung tends to exaggerate them. Nevertheless, given the psychol- 
ogy of the moneyed classes here and the gravity of the economic situation, not 
to mention the Chinese tendency to blame as many things as possible on our 
Army expenditures and the incursions of our Government personnel into the 
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black market, it is only natural that the Chinese merchants will give some weight 
to the black market and that we should show our willingness to cooperate in 
Chinese Government attempts to control it. Therefore I recommend that we 
should accede to Kung’s request to the extent of sending US$10 million in 
currency out and agreeing to send another US$10 million in currency out should 
the first US$10 million prove insufficient to bring the market under some degree 
of control. My first tentative opinion is that US$10 million will be sufficient, 
as the black market has probably not absorbed more than US$5 million in the 
last two years though it must be admitted that the rate of absorption is increas- 
ing. Of course Kung’s request weakens his bargaining position with respect to 
the current negotiations for an arrangement for U. 8. Army expenditures. 

You must be wondering why I have not sent a “weekly economic” cable for 
so longa time. The reason is simple. Whether by accident or design, the officials 
who usually give me the note circulation data have not come through; I shall 
wait another couple of days and if they still hold out shall send my cable any- 
how. Similarly, have not yet answered your cable on the note reserve situation 
because to date have not received sufficiently comprehensive information for 
a reply; I hope to get out a cable on the matter before the end of the week and 
to enclose detailed data in my next letter to you. 

As for the political implications of the loan, which I hope has become a dead 
issue though I fear the Generalissimo will raise it again at a convenient oppor- 
tunity, right now its sole effect would be to strengthen the Kuomintang. I do 
not know whether I have already told you that Kung informed me that it was 
unlikely that he would go to America in the near future, adding that while there 
would be a point in his going to negotiate a loan, there are no other outstanding 
Sino-American financial questions which would justify his leaving China at 
this juncture. 

With regard to the air bases, the Secretary’s telegram undoubtedly helped a 
lot. Work on the Chengtu projects is going ahead at full steam (an inappro- 
priate metaphor) but nothing has yet been done on the East China projects 
which were approved by the Generalissimo some time ago and on which the 
Combined Chiefs of Staff are equally keen (for the differences of opinion in mili- 
tary circles on how best to utilize the China Theater see my letter to Dr. White). 
The scale of contemplated Army expenditures is much greater than any of us 
had realized; again I refer you to my accompanying letter for a detailed 
discussion of the subject. 

Have been too busy in the last few weeks—what with the financial negotia- 
tions on Army expenditures—to get down to the promised report on the currency 
situation in Occupied China, but shall turn to it at the first free opportunity. 
I, of course realize that the newer Government agencies in particular are espe- 
cially petty when it comes to the release of information. But there is no reason 
why the State Department should not make available its reports on economic 
conditions in the occupied areas. (Incidentally if the Generalissimo allows us 
to send people into North China, as he has promised, we should be able to learn 
much more about financial conditions in North China and Manchuria.) By the 
way you ought to have no difficulty in obtaining the O. W. I. mimeographed pub- 
lication of its monitoring of Japanese commercial radios which often contain 
some information on financial and currency conditions in Occupied China, Indo- 
China, Burma, etc. I must say that the Hmbassy here has cooperated with 
me 100% even though it is partly due to my personal relations with the Ambas- 
sador and George Atcheson. They have called me into every discussion of our 
Army financial negotiations with the Chinese and have shown me all the relevant 
cables and material. Naturally this cooperation is two-way, but it makes much 
more sense than do the trivial jurisdictional disputes which the newer Govern- 
ment agencies apparently go in for. 

Am enclosing two articles from the Ta Kung Pao on the sale of gold. The 
first contains a most stupid proposal with respect to savings certificates which 
gave Kung the opportunity to send for the Chinese press on the same day and to 
make a strong blast against the Ta Kung Pao. (You know that the Ta Kung Pao 
is the organ of the Political Science Group and is particularly anti-Kung.) He 
denounced it not only for its proposal re savings certificates but also for its pro- 
posal to allow us to sell gold, saying that the latter is exactly what we want. 
Incidentally in an informal conversation with Acheson he to some extent reversed 
this position by suggesting that gold be sold on our joint account. The Ta 
Kung Pao did not want to give Kung face by making an editorial retraction, and 
it therefore asked an economist who has joined the Political Science Group to 
write a letter correcting its previous article. Last Saturday Kung had an inter- 
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view with the foreign press corps in which he made the astonishing statement 
that fapi, would appreciate to 10 U. S. cents after the war. 

Information reaches me from a reliable source that the Generalissimo has given 
orders for an offensive against Ichang in March or April. If the offensive is suc- 
cessful it would give a great boost to Chinese morale and would also have bene- 
ficial economic repercussions as Ichang is a key transportation center through 
which all goods coming from Hunan used to pass. Its possession by the Japa- 
nese makes necessary lengthy and expensive detours. However, Ichang is easily 
defensible, being a natural strong point to which the easiest access is through 
the Yangtze Gorges. Now for the latest news and rumors. Wei-Tao-ming is it 
appears going back to America after all. China Defense Supplies which has 
previously been run by T. V. is, it is rumored going to be taken over by Central 
Trust with a resultant further concentration of power in the hands of the Kung 
group. K. P. Chen by the way is on much better terms with Kung that he was 
last year. This is merely a straw in the wind indicating the victory of the 
Kung group. The Generalissimo fired the Vice-Minister of Information for 
writing articles in the Ta Kung Pao instead of in the Kuomingtang daily. 


a * * * 





Exursit No. 324 


[Pp. 203-209, vol. 684] 
DECEMBER 15, 1943. 
Letter II (New Series). 

Dear Dr. Waite: I think I have already written that the Generalissimo was 
very pleased with the results of the Cairo Conference, the reasons for his satis- 
faction being firstly that his political requests were granted and secondly that 
the international prestige he received gave his regime a badly needed booster. 
His wife, who of course understands Western politics much better than he, was 
not so pleased, as China’s military and financial demands were turned down. I 
don’t know whether you have already been informed, but the Generalissimo asked 
the President for a loan of US$1 billion and the reply was that it would be im- 
possible to get Congressional approval for such a loan. 

- * ” = . - * 

The weakness of the Central Government is more profound than is generally 
realized at home. 

(a) There has been no improvement in the relations between the Kuomintang 
and the opposition. Perhaps the best way to sum up the position is that both 
sides are preserving armed neutrality and keeping their powder dry. Neither has 
made any concessions to the other, the Kuomintang is continuing its military 
and political preparations for civil war, and while the immediate tensicn 
slackened after the 11th plenary session of the Central Committee of the 
Kuomintang in September, they are still as far apart as ever. It appears that the 
Kuomintang mobilized for civil war this summer and that the Generalissimo 
was only dissuaded from going ahead by fear of international public opinion 
and by the unanimity of his generals in asserting that it would require a 
major campaign, as the Chinese Communists were much stronger than Chungking 
had believed and, though not wanting a civil war, were no longer afraid of its 
military and political outcome, while the Central Government troops were much 
weaker. There are a lot of reports here to the effect that the Communists have 
become very powerful throughout North China and even in Central China behind 
the Japanese lines, which makes the Central Government all the more nervous 
as to possible developments after the enemy is expelled but at the same time 
deters it from hasty action. Nevertheless, the danger of civil war remains grave, 
nor can any significant improvement be expected at the moment. By the way, 
no one here takes seriously the movement for a Constitutional Convention one 
year after the War; the news was timed to coincide with the announcement of 
the departure of the Chinese Goodwill Mission for England in order to serve 
as a democratic gesture and selling point, but actuaily the same people who 
were “elected” in 1935 to serve on the Constitutional Convention then are to 
function again, and the Convention will not even have the power to submit 
amendments to the Draft Constitution which will be put before it for considera- 
tion. 

(b) The main danger confronting the Central Government is not economic 
collapse but political disintegration. You may remember that I stressed this 
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point over a year ago. The danger is becoming increasingly more serious. 
Right now the Szechuan militarists are extremely restive, and it is reported 
that the recent Hunan campaign was undertaken partly to stave off a Szechuan 
revolt which might have obtained some popular support as a result of dis 
satisfaction with the land tax and conscription and that the Generalissimo and 
Madame Chiang have even become jittery about their own personal safety. 

(c) Contributing to and reflecting the process of political disintegration, the 
internal conflicts and dissensions within the Kuomintang have become sharper. 
Thus the rivalries between Chiang’s two leading generals, Ho Ying-chin and 
Chen Cheng (the latter who is considered by informed foreigners to be China’s 
best field commander has recently developed a diplomatic illness), between 
Kung and Soong, and between the C. C. group and other equally Fascist factious 
within the Kuomintang, have all become more acute. 

(d) The Government has lost any interest it ever had in doing anything effec- 
tive to fight the Japanese, whose defeat it is only too glad to leave in our lap; it 
recognizes that the defeat of the Japs is inevitable and therefore there is no 
danger of capitulation, but at the same time it won't do anything to hasten that 
defeat. Consequently most American Government officials I come in contact with 
are becoming increasingly critical not only of the Central Government but also 
of our Chinese policy, which has served to strengthen the Central Government 
without obtaining anything in return. It is true that one of the Central Gov- 
ernment’s few selling points is United States friendship and its ability to extract 
handouts from us at critical junctures, and it is all too true that we have very 
little to show for either our friendship or our handouts (witness our difficulty in 
getting a reasonable arrangement in connection with our expenditures in China). 
It is felt that it is necessary for us to get tough with Chiang if we are to get 
any results and that there is no point in eulogizing him to the skies and in being 
sratuitously generous to him. Foreign praise of him does more harm than 
good, while the more we give him the more he expects and the less he is willing 
to contribute to the war effort or to mend his ways. Americans in Chungking 
heaved a unanimous sigh of relief when they heard that the President had made 
no financial commitment to Chiang at Cairo. 

(e) There appears to be no sign or reasonable prospect of any real change for 
the better in the Central Government’s internal policy. Its intention remains 
to hold on to power without making any attempt at improving administrative 
efficiency, widening the base of its support, or introducing any reforms. 

Summing up, what should be emphasized is that the Central Government is 
unstable, that its instability is increasing, that it is making no serious attempt 
to rectify its inherent instability—if anything the contrary, that Chiang no 
longer fulfills the function of being the main unifying factor in China, and that 
American policy vis-a-vis China which appears to be postulated on the assumption 
that the Government is stable and strong should be based on the facts. 

I have been picking up some dope on Lend-Lease. My information with 
respect to India is that unnecessary wasteages are occurring as a result of the 
inefficiency and incompetence of the responsible civilian agencies of the Indian 
Government in placing orders and utilizing material received. Thus, the Tata 
Steel Company gave the responsible agencies specifications for a much needed 
blast furnace and roller, but the latter decided to go Tata one better and ordered 
a much bigger furnace and roller which Tata can’t use. The furnace and roller 
have arrived in India but for all practical purposes are so much scrap. Yet 
another example is provided by our Lend-Lease man in Calcutta who was 
approached by the Indian railroads for certain badly needed railway supplies. 
Our man informed the Indian railroad representatives that the Indian Govern- 
ment had received on Lend-Lease a sufficient amount of the goods in question 
to last for ten years. Though the railroad representatives were incredulous, it 
transpired that our man was stating the facts and that the Indian Government 
had simply failed to inform the railroads of the receipt and availability of the 
supplies they were looking for. 

As for China, the Lend-Lease men here are in the process of investigating the 
uses to which Lend-Lease supplies have been put in China, and I hope to have 
something to report in the near future. Their main find so far concerns Lend- 
Lease and Universal Trading Corporation material and equipment destined for 
China but now in India. Apparently most of it is now in Assam, which has a 
notorious climate in which goods rot very easily. Nevertheless the material 
is inadequately stored and inventoried. Much of the material—some of which 
has been lying there for over a year—will have to be scrapped, and most of the 
rest will have to be salvaged and repacked. The following example of inefficient 
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inventorying was cited to me; the Colonel in charge of the construction of the 
Ledo road did not know that some equipment he desperately needed was stored 
only 20 miles away. The main trouble seems to be insufficient personnel, and 
the blame cannot be laid at the door of the Chinese. Where the Chinese are 
unrealistic is in persisting in having stuff shipped out from America when there 
is more in Assam than can be moved into China, given present transportation 
facilities. 

It is clear that the British are stalling about giving the necessary 50 days 
notice for the termination of the 1941 Agreement. The reason is that they wish 
to have the status of the Chinese Government’s debt to them under the 1959 
Sino-British agreement clarified before agreeing to winding everything up. The 
result is that as the Board decided that the Sino-American and Sino-British 
agreements of 1941 should be terminated as of the same date I have to wait 
until the British take action before being able to hand in my resignation as of 
a given date. You will be interested to learn that Ambassador Gauss wants 
me to be Financial Attache; while such an arrangement would have many ad 
vantages and would in no way interfere with my taking trips to India for 
example, it is for you to decide whether it is desirable from the Treasury’s point 
of view. 

I had lunch with T. V. Soong last week and he asked to be remembered to 
Mrs. White and yourself; he mentioned that he found a book your wife sent to 
his children so engrossing that he insisted on reading it first himself. He is 
still in the doghouse and living in comparative isolation, though he is expected 
to leave for America soon. 

With best wishes for a Merry Xmas and Happy New Year to your wife 
and family and yourself, 

Yours sincerely, 


(signed) Son ADLER 


Exursit No. 325 
[P. 279, vol. 696] 


TREASURY DEPARTMENT, 
DIVISION OF MONETARY RESEARCH, 
February 12, 1944 
To: Mrs. McHugh. 

The Secretary would be interested in reading the portions of this letter marked 
in red pencil * and also the appended copy of memorandum prepared for Genera! 
Stilwell by his Political Adviser, a Mr. Davies, who, according to our informa 
tion, is a very good man. 

H. D. W. 
Mr. White, Branch 2058, Room 214%, 


[Pp. 280-287, vol. 696] 


[Declassified: Treas. ltr. 11/3/55 
JANUARY 26, 1943. 

Letter IV. 

Dear Mr. Wuirte, There are a few interesting points to report this week 

1. In the message from the President to the Generalissimo notifying him 
that Stilwell and Gauss have been authorized to negotiate a financial arrange 
ment covering Army expenditures in China, the President adds that it might be 
a good idea for Kung to visit the United States. This, I am sure, will be con 
strued as an invitation by the Chinese and will be acted on accordingly. The 
Generalissimo will undoubtedly expect Kung to get some kind of handout from 
his visit, which the Generalissimo would otherwise deem a failure. Both—and 
especially the Generalissimo—are behind the times on the American political 
scene and believe, I think sincerely, that the American people and Congress are 
anxious to give China assistance in whatever form, financial, economic, or mili- 
tary, China requests it. (Cf. the last paragraph of Kung’s letter enclosed her 
with.) Neither realizes the bad feeling that has been created by the refusal 
to come to a satisfactory arrangement for handling our expenditures in China, 
and neither is aware of the widespread feeling in American informed circles that 


*Here shown in italics. 








1950 SCOPE OF SOVIET ACTIVITY IN THE UNITED STATES 


China has not been pulling her weight militarily. The inevitable disillusion- 
ment may affect the degree of China’s collaboration in the forthcoming monetary 
negotiations. But this in itself is not a prime consideration if the cooperation 
of the other major powers is forthcoming, and, moreover, there is much to be 
said for the view that the best way to get results is to get tough. By the way, it 
should be unnecessary for me to point out that my usefulness to the Treasury 
in China would be impaired should my views be quoted to the Chinese representa- 
tives or visitors in Washington. 

2. Kung told me yesterday that T. L. Soong had just returned and had informed 
him that the Secretary was still very friendly to China and realized the need 
for maintaining the official rate. I am sure that T. L. either deliberately or 
unintentionally misrepresented the Secretary’s views, but Kung believes him. 
T. L. added that your attitude differed from the Secretary’s in being quite hard. 
T. L. differs in no way from other Chinese officials who tell the bigwigs not the 
truth but what the bigwigs would like to believe is the truth. 

3. There has been no let-up in the internal tension; if anything, the reverse. 
The censorship has been tightened and military and political preparations are‘ 
proceeding apace. 

4. Am enclosing a copy of Kung’s message to the Secretary in full so that you 
may have the original text for reference undistorted by double paraphrasing. 
There is no need for me to rebut the argumentation here, though it may be worth- 
while to list a few errors of facts. 

a. The figure of CN$10 billion which Kung gives as the total cost of work 
done and now in process borne by the Chinese Government includes CN$4 
billion for the Chengtu airfields which our Army people assure me we have 
undertaken to pay, and also expenditures for the subsistence of our Army 
which the Army says it will pay for as soon as the bill is presented. This 
makes the assertion in the last sentence in the penultimate paragraph of 
the letter doubly ridiculous. 

b. The reference to the Stabilization Board is as you know a dubious 
technicality. 

ce. The figure of 500,000 workers for the Chengtu project given in the fifth 
paragraph is incorrect. The Army tells me that at present 200,000 workers 
are engaged on the project and that an additional 100,000 workers will 
eventually be engaged. It is more than likely that the Ministry of Com- 
munications which is handling the projects gave Kung a padded list in 
order to get increased appropriations, presumably to be handled in a variety 
of ways. Nevertheless, it is true that the projects are having a serious 
impact on prices in the Chengtu area and that the recruitment of so large a 
labor force may impair agricultural production, a probability to which Kung 
does not call attention. I am told that the people in the Chengtu area are 
in no way enthusiastic about the projects, a reaction which must be ascribed 
as much to the Chinese Government’s inefficiency as to anything else. In 
the first place land in one of the most fertile areas in China is being requi- 
sitioned for non-agricultural uses, in the second the magistrates are not 
paying the displaced farmers for their land and they find it hard to content 
themselves with vague promises of payment in the future. In the third the 
area is being burdened with the maintenance of a large outside labor force 
at the same time that other areas are being drained of the agricultural labor 
necessary for cultivation and harvesting. The fact that the Chentgu area 
is a focal point of political discontent on the part of the powerful Szechuan 
landlords and militarists must of necessity be taken into consideration in 
assessing the total situation. 

d. The reference to rupees in the seventh paragraph doesn’t make any 
sense at all as it now stands, as China is the one country in the world where 
a sterling area currency is at a premium over the dollar in the black market. 
But one must charitably put this down to faulty exposition, as what Kung 
apparently had in mind was that Chinese hoarders find it more profitable to 
obtain rupees indirectly by first purchasing U. 8S. currency to be exchanged 
for rupees in India than to obtain rupees directly in the black market in 
China. Kung also ignores the fact that Chinese in Free China buy U. S. 
currency to hoard. It should be noted that the Chinese Government has at 
least tacitly connived at the “illegal” activities referred to in the last sen- 
tence of the same paragraph. It has never asked us to stop Americal 
soldiers’ activities in the black market and Kung himself informed the 
American Ambassador—in an informal way of course—that he preferred to 
see our government organizations selling U. S. currency in the black market 
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than to give them a rate which we consider reasonable. In the former con- 
nection you may recall that Kung refused to do anything effective when we 
asked him to stop the sale of savings certificates to American soldiers. 

For the rest I understand that the Generalissimo participated in the 
drafting of the letter which reffects the level of his thinking both on eco- 
nomics and politics. The most astonishing thing in the whole letter is the 
claim that China has already repaid the US$% billion loan. No point would 
appear to be served in answering the letter unless the answer is a clear and 
unmistakable further step in the process of getting tough, or otherwise it 
would only result in an endless and useless back and forth. There can be 
little doubt but that the Secretary's message to Kung has already had a 
beneficial effect. 

5. IT am also enclosing a confidential memo on Chiang Kai-shek and China 
written by the Political Advisor to General Stilwell. It may be of some interest 
to the Secretary. 

6. For your information the Ambassador has asked me to participate infor- 
mally in the Army and State Department discussions of the arrangements they 
are to offer to the Chinese as the starting point for negotiations re a more satis- 
factory procedure for American expenditures in China. My participation is of 
course entirely unofficial, as it is only the Embassy and the Army which together 
will make official representations to the Chinese Government and the Treasury 
is in no way involved. Some progress has been made to the extent that the 
American Government agencies involwed are now for the first time acting in 
unison and speaking in one voice, that the President has endorsed their attempt 
to procure a more reasonable arrangement and that he has shown lack of recep- 
tivity to what Americans here call the Gimme which characterizes the Chinese 
view of the American role. (The Army nickname for the United States is Uncle 
Sugar.) But the negotiations are likely to prove protracted ard laborious before 
any significant results are obtained. As indicated in my last letter, the bargain- 
ing position of the Army will inevitably be adversely affected if it has to stick 
to the letter of its instructions that nothing must be allowed to interfere with 
the progress of the high priority projects. 

7. Thomas informs me that London is still in touch with Washington about the 
termination of the 1941 agreements. There is nothing to be gained by continuing 
to maintain the Board in a state of suspended inanimation, and I strongly recom- 
mend that the Board be buried as speedily as possible. 

There is a profound division of opinion among American military experts here 
as to operations in this theater. One school believes we should concentrate en- 
tirely on air operations while the other school feels that some attention be paid to 
training and equipping Chinese divisions for what in its opinion will constitute 
the decisive struggle here, namely land operations against the Japanese. 
Strangely enough neither school is particularly enthusiastic about the high pri 
ority projects. 

With kindest regards to your wife and yourself, 

Yours sincerely, 

Sol Adler (Signed). 


The latest rumor about T. V. is that he will vacate the Foreign Ministry. 


[Declassified per Ralph Claugh (CA) ] 
CHIANG KAI-SHEK AND CHINA 


The Generalissimo is probably the only Chinese who shares the popular Amer- 
ican conception that Chiang Kai-shek is China. This congenial fiction is worth 
examining. 

Japan’s attack caught China in midpassage between semifeudalism and modern 
statehood. External pressure in the form of Japanese aggression imposed a 
temporary unity on the various elements struggling to determine whether China 
was to develop along democratic or authoritarian lines. Public pressure coim- 
pelled Chiang, who was the strongest of these elements, to become the symbol of 
a unified national will. The internal conflict was suspended. 

This situation continued so long as the Japanese attempted to bring China to 
its knees by military means. But after the fall of Hankow in 1938, the war 
entered a period of military stagnation. which has continued until now. Japan 
adopted instead a shrewd policy of political and economic offensives designed to 
bring about Chinese disintegration and collapse. Confronted with this new 
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Japanese tactic, which promised him some respite at the expense of other Chinese 
elements, Chiang chose to abandon Chinese unity and retrogressed to his prewar 
position as a Chinese militarist seeking to dominate rather than unify and lead. 

The Generalissimo seeks to dominate because he has no appreciation of what 
genuine democracy means. His philosophy is the unintegrated product of his 
limited intelligence, his Japanese military education, his former close contact 
with German military advisors, his alliance with the usurious banker-landlord 
class, and his reversion to the sterile maxims of the Chinese classics. The primi 
tive power complex which was his original motivation has developed into a 
bigoted conviction that China can realize its destiny only under his preceptorship. 

Chiang’s technique of domination is adroit political manipulation of the various 
elements of the Chinese political scene and, subsidiarily, employment of a gangster 
secret police headed by Tai Li. He is the leader of the Kuomintang, which he 
would wish to make his totalitarian party. But the Kuomintang, once an expres- 
sion of genuine nationalist feeling, is now an uncertain equilibrium of decadent, 
competing factions, with neither dynamic principles nor a popular base. Such 
cotrol as Chiang has over the Kuomintang is achieved through playing the fac- 
tions within the party one against the other. 

Likewise in the larger national scene Chiang, often utilizing the Kuomintang, 
manipulates a political balance among the residual warlords, dissident groups 
in his own army, provincial cliques, the so-called “Communists,” minor parties 
and even the Japanese-created puppets. The unorganized liberals and intel- 
lectuals are a potential, not an immediate threat. 

Chiang’s paramountcy is, therefore, insecure and unsound. His reluctance 
to expend military strength against Japan, his anxious preoccupation with 
securing domestic supremacy, his suspicion of everyone around him and his 
increasing emotional instability betray a subconscious realization of this. 

Because his Kuomintang Government has no popular base, because the 
centrifugal forces in China are growing under prolonged economic strain and 
because the Soviet Union may join the war against Japan and enter Manchuria 
and North China, the Generalissimo faces next year the gravest crisis of his 
career. 

What form and course the crisis will take is impossible to predict. Certain 
contributory factors, however, are clear. One is the increasingly independent 
attitude of the Chinese Communists, who now say that they no longer fear 
Chungking. “If Chiang wants to commit suicide on us, that suits us.” Another 
is the accelerating economic disintegration. A third is the growing restiveness 
of certain provincial and military factions. Any one or a combination of these 
may be sufficient to accomplish Chiang’s downfall. 

By reversing his policy of 16 years’ standing, reforming the Kuomintang and 
taking the lead in a genuine united front, Chiang could surely survive the crisis. 
3ut he is not only personally incapable of this, he is a hostage of the corrupt 
forces he manipulates. 

In this uncertain situation we should avoid committing ourselves unalterably 
to Chiang. We should be ready during or after the War to adjust ourselves to 
possible realignments in China. We should wish, for example, to avoid finding 
ourselves at the close of the War backing a coalition of Chiang’s Kuomintang 
and the degenerate puppets against a democratic coalition commanding Russian 
sympathy. 

The adoption of a more realistic policy toward Chiang does not mean abandon- 
ment of our objectives (1) to capitalize during the War on China’s position on 
the Japanese flank, and (2) to build up after the War a strong and independent 
China. On the contrary, it will mean that we shall be more likely to achieve 
these objectives. A realistic policy toward Chiang would be based on (1) 
recognition by us that the Generalissimo is highly susceptible to firm coordi- 
nated American pressure, (2) stern bargaining (in consultation with American 
representatives in China), and (3) readiness to support a strong new coalition 
offering cooperation mutually more beneficial to China and the United States. 

December 31, 19438. 
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ExuHIsir No. 326 
[P. 155, vol. 819] 


TREASURY DEPARTMENT, 
DivIsSION OF MoNErARY RESEARCH, 
March 8, 1945. 
To: Secretary Morgenthau. 
A letter from Mr. Adler—which may interest you. 
H.:-D. W. 
Mr. White, Branch 2058, Room 214% 


[Pp. 156-158, vol. 819] 
AMERICAN EMBASSY, 
Chungking, February 14, 1945. 
Letter V 

Dear Mr. WHiIre: This letter and the enclosed memorandum are in the 
nature of a postscript to my letter No. IV. The memorandum which of course is 
strictly confidential is largely self-explanatory. 

The Generalissimo obviously believes that China’s position has been strength- 
ened as a result of the Yalta Conference and the plans for the San Francisco 
Conference. While friends of China welcome the recognition of the Chinese 
given at Bretton Woods, Dumbarton Oaks, and the forthcoming San Francisco 
Conference, they cannot but regret that these conferences allow the Generalis- 
simo to use the face given China internationally for the purpose of trying to 
strengthen himself internally. It is clear of course that the Generalissimo is 
misreading the international situation and is ignoring what everyone else 
recognizes—Russia’s strength. The key to his increased intransigeance in the 
current negotiations is his desire to stall until the war in Europe is over, coupled 
with his belief that China’s international face can be exploited internally and 
that Russia is not going to enter the Far Eastern War. On this latter point he 
is in a small minority in Chinese official circles. If he turns out to be wrong ou 
this point, his miscalculation may well prove calamitous for him. 

It is astonishing that the Generalissimo should feel stronger at a time when 
it is obvious to everybody else that he is becoming weaker. This tends to rein- 
force the impression that it is going to be an almost impossible job to save him. 
The application of the Freudian concept of the ‘“death-wish” to his recent con- 
duct is not inept. Dr. Sun Fo explains the Generalissimo’s misreading of the 
internal strength of the Communists and of the international situation on the 
grounds that the Generalissimo’s closest advisors don’t tell him the facts as 
they are but what they think he wants to hear. In any case, if the Generalis- 
simo sticks to his present course, and if we stick to our present policy of sup- 
porting him unconditionally a la Hurley, we will end up by finding that we are 
backing a losing horse. The Generalissimo’s intransigeance is self-defeating. 
For he is growing weaker while the democratic elements and the Communists 
are growing stronger. Therefore the longer he defers making concessions to 
them, the greater the concessions he will have to make. But he doesn’t seem to 
realize this elementary fact. 

The Generalissimo’s intransigeance is also going to make it harder for Hurley 
to claim any Success for the sorry outcome of the negotiations. But Hurley may 
nevertheless do so, even though the facts as recorded in the enclosed memo com- 
pletely belie such claims. 

Finally, it should not be necessary to add that the course of the negotiations 
confirms what we already knew, namely that the Generalissimo never had any 
serious intention of arriving at a Settlement as long as he was sure of the 
continuance of American support. This latter is the crux of the whole matter. 
Unless we show the Generalissimo in unmistakable fashion that our support of 
him is not unconditional, he will not budge. It is in our power to exert the 
initiative which will bring about a change for the better in the Chinese internal 
situation. Pious statments are not enough. We must convince the Generalis- 
simo that we mean business. It is only because he believes—and apparently 
rightly—that we don’t that he was able to get away with the recall of Stilwell 
and with his present line. 

With kindest regards, 

Yours sincerely, 
(signed) Sor ADLEr. 


P. S—Hurley and Wedemeyer are leaving for home in the next few days. En 
route they are stopping off in the Pacific for consultation with Nimitz. As far as 
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can be gathered from the Yalta communique and from the statement in the press 
(which claimed to be officially inspired) to the effect that U. 8S. troops would 
only stay 1 year in Germany, the Morgenthau plan hasn’t done at all badly. 


[Pp. 159-161] 
Fesrvary 14, 1945. 
No. 1. 
Subject: Failure of Kuomintang-Communist Negotiations. 
To: Commanding General, USF-—CT 
From: Political Advisor 


According to Chou En-lai, the Kuomintang-Communist negotiations have again 
resulted in an impasse. At a conference on February 13, with Ambassador Hur- 
ley, Wang Shih-chieh and Chou En-lai present, the Generalissimo said that he 
would not agree to anything except a “political consultative committee.” This 
would be composed of members of the various parties but would have no powers 
or position in the government. 

This empty and disappointing proposal is unacceptable to all of the opposition 
groups. All it permits is further talk, without commitments or limitation of the 
power of the Kuomintang. It is irreconcilably far from the Communist proposal 
of an inter-Party Conference with power to reorganize the Government and pre- 
pare for constitutional government. It is even a step backward from the type 
of inter-Party organ which had been the basis for discussion by the Kuomintang 
representatives at a ludicrously misnamed “war cabinet.” 

In view of this debacle, Chou is planing to return to Yenan as soon as pos- 
sible. He seems to think that the Communists will demonstrate their good in- 
tentions by agreeing to participate in this Kuomintang-proposed Committee, 
despite its futility. He would not commit himself regarding plans to proceed 
with setting up a Federative Council of all the Communist area governments. 
He gave the impression that the Communists were quite willing to wait for 
another period. 

Before leaving Chungking, Chou will issue a statement setting forth the Com- 
munist position. A joint statement by the Communists, League of Democratic 
Parties and democratic wing of the Kuomintang (headed by Sun Fo) is also 
under consideration. These three groups have maintained close liaison and unity 
throughout, although the League and democratic wing were excluded from the 
actual negotiations. 

Chou believes that Chiang does not expect Russian participation in the Far 
Eastern war (there is also a local rumor that Soong wants to go to Russia to 
try to settle outstanding and potential problems), that Chiang is confident of 
continued American support as indicated by the statements and actions of the 
Ambassador, that he has been strongly encouraged by the announcement of the 
Five Power Conference in April, and that he will therefore continue to stall. 
If Chiang’s international position remains strong, the Kuomintang will then, 
through its Party Congress in May, proceed to offer “democracy” to the country 
on its own terms. 

Chou seemed anything but depressed. He believes that the new breakdown 
of the negotiations has clarified the main issue, revealing Chiang’s determination 
to give no concessions which can limit his power or substantially change the 
statas quo. Chou feels that the onus for the breakdown lies clearly on the 
Kuomintang, even in the eyes of the Ambassador. And his optimism reflects 
the Communist confidence in the future. 

Chou refused to sign a joint statement (which he believes to have been prepared 
by the Ambassador with revisions by T. V.) which tried to strike an optimistic 
note regarding the negotiations. He said that it was entirely favorable to the 
Kuomintang and did not present the true facts. 

An interesting footnote is that on February 12, Hollington Tong urged a re- 
liable and very well known American correspondent to include in a despatch 
the statement that the negotiations were proceeding well and were likely to 
succeed. 


JoHN S. SERvIcE. 
(Whereupon, at 12 noon, the subcommittee adjourned.) 


avec 
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